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HOUSING ACT OF 1959 


WEDNESDAY, JANUARY 28, 1959 


Hovuss or REPRESENTATIVES, 
SUBCOMMITTEE ON HOUSING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10 a.m., Hon. Albert 
Rains (chairman of the subcommittee) premicing, Present: Messrs. 
Rains, Addonizio, Barrett, Ashley, McDonough, Widnall, Vanik, 
and Miller. 

Mr. Ratns. The committee will be in order. 

Mr. Widnall told me that he would be a little late. He is attending 
the Committee on the Joint Economic Report, and Mr. McDonough 
will be in, and some of our other members. 

Mrs. Sullivan is out of the city, but will be back tomorrow. 

Just a brief statement before we begin the hearings. The time- 
table that we have set forth is a rather difficult one in the Congress, 
but I feel quite sure we can meet it. We hope to conclude these hear- 
ings next Tuesday and go into executive session on Wednesday. We 
will try to report the bill out of the subcommittee, and go to the full 
committee on Thursday, certainly not later than Friday, and report 
it out of the full committee. In other words, the intent and purpose 
of the hearings is to move as fast as we can on the important points, 
eliminate all of the conversation that we possibly can in an effort to 
get early action on the bill. 

Today, having the Agency witnesses, I think we will have plenty 
of time to proceed with you gentlemen in the usual manner. Begin- 
ning tomorrow—I say this for the members of the committee more 
than anyone else—we are going to have to move along a little fast. 
The bills being considered by the committee are a bill which I have 
introduced, and bills introduced by Mr. Kilburn, Mr. McDonough, 
and Mr. Widnall. There are certain other small bills sataadiiend ter 
other Members of Congress on certain various phases of housing 
which will be considered. 

All testimony in the hearings of last year will also be considered 
at this time. ‘That is especially true of the testimony of the mayors 
on slum clearance and urban renewal. It will be pertinent to most 
of the features of these particular bills. 

If there is no objection, we will place copies of the bills which I 
have mentioned at this point in the record. 
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(The bills referred to follow :) 
(H.R. 2357, 86th Cong., 1st sess.] 


A BILL To extend and amend laws relating to the provision and improvement of housing 
and the renewal of urban communities, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That this Act may be cited as the “Housing 
Act of 1959”. 

TITLE I—FHA INSURANCE PROGRAMS 


PROPERTY IMPROVEMENT LOANS 


Sec. 101. Section 2(a) of the National Housing Act is amended by striking 
out “September 30, 1959” and inserting in lieu thereof “October 1, 1960”. 


SECTION 203 RESIDENTIAL HOUSING INSURANCE 


Sec. 102. (a) (1) Section 203(b) (2) of the National Housing Act is amended 
by striking out “$20,000” and “$27,500” and inserting in lieu thereof “$25,000” 
and “$30,000”, respectively. 

(2) Section 203(b) (2) of such Act is further amended— 

(A) by striking out “85 per centum” and inserting in lieu thereof “90 
per centum” ; 

(B) by striking out “$16,000” each place it appears and inserting in lieu 
thereof “$18,000” ; and 

(C) by striking out “70 per centum” and inserting in lieu thereof “75 
per centum.” 

(b) Section 203(b) (3) of such Act is amended by striking out “thirty years” 
and inserting in lieu thereof “thirty-five years”. 

(c) Section 203(b)(8) of such Act is amended by striking out the period at 
the end thereof and inserting in lieu thereof a colon and the following: “Provided, 
That such 85 per centum limitation shall not be applicable if the mortgagor 
and mortgagee assume responsibility in a manner satisfactory to the Commis- 
sioner for the reduction of the mortgage by an amount not less than 15 per 
centum of the outstanding principal amount thereof in the event the mortgaged 
property is not, prior to the due date of the eighteenth amortization payment 
of the mortgage, sold to a purchaser acceptable to the Commissioner who is the 
occupant of the property and who assumes and agrees to pay the mortgage 
indebtedness.” 

(d) Section 203(c) of such Act is amended by striking out all that precedes 
the first colon and inserting in lieu thereof the following: 

“(e) The Commissioner shall fix a premium charge for the insurance of 
mortgages under this title. In the case of any mortgage such charge shall be 
an amount equivalent to one-fourth of 1 per centum per annum of the amount 
of the principal obligation of the mortgage outstanding at any time, without 
taking into account delinquent payments or prepayments, except that upon 
finding and reporting to the Congress that the adequacy and soundness of the 
Federal Housing Administration’s insurance programs require an increase in 
such charge during any specified period, the Commissioner may increase such 
charge with respect to each mortgage insured during such period to not more 
than an amount equivalent to one-half of 1 per centum per annum of the amount 
of such principal obligation.” / 


LOW-COST HOUSING IN OUTLYING AREAS 


Sec. 103. Section 203 (i) of the National Housing Act is amended— 

(1) by striking out “$8,000” and inserting in lieu thereof “$9,000” ; 

(2) by inserting after “97 per centum” the following: “(or, in any case 
where the dwelling is: not approved for mortgage insurance prior to the 
beginning of construction, unless the construction of the dwelling was com- 
pleted more than one year prior to the application for mortgage insurance, 
90 per centum)”; and 

(3) by striking out “, and which is approved for mortgage insurance 
prior to the beginning of construction” and “the construction of’. 
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SECTION 207 RENTAL HOUSING INSURANCE 


Sec. 104. (a) Section 207(c) (1) of the National Housing Act is amended by 
striking out “$12,500,000” and inserting in lieu thereof “$20,000,000”. 


ed (b) (1) Section 207(c) (2) of such Act is amended by striking out “90 per 
centum” each place it appears and inserting in lieu thereof “95 per centum”. 

28 (2) Section 207(c) (2) of such Act is further amended by striking out the 

ig | first proviso, and by striking out “And provided further” where it first appears 


and inserting in lieu thereof “Provided”. 
(c) Section 207(c) (3) of such Act is amended— 

(1) by inserting after “as may be attributable to dwelling use” the fol- 
lowing: “(excluding exterior land improvements as defined by the Com- 
missioner)” ; and 

2) by striking out— 

(A) “$2,250” each place it appears and inserting in lieu thereof 
“$2,850” . 
(BB) “$8,100” each place it appears and inserting in lieu thereof 
Jd “$9,000” ; 
y? (C) “$2,700” and inserting in lieu thereof “$3,315” ; 
(D) “$8,400” and inserting in lieu thereof “$9,500” ; and 
(E) “$1,000 per room” and inserting in lieu thereof “$1,250 per room”. 


COOPERATIVE HOUSING INSURANCE 


Src. 105. (a) Section 213(b) (1) of the National Housing Act is amended by 
15; striking out “$12,500,000” and inserting in lieu thereof “$20,000,000”. 
(b) Section 213(b) (2) of such Act is amended to read as follows: 

“(2) not to exceed, for such part of the property or project as may be 


” ' 
attributable to dwelling use (excluding exterior land improvements as 
t defined by the Commissioner), $2,910 per room (or $9,000 per family unit if 
i the nuniber of rooms in such property or project is less than four per family 
- - unit), and not to exceed 97 per centum of the amount which the Commis- 
a4 | sioner estimates will be the replacement cost of the property or project when 
Se | the proposed physical improvements are completed: Provided, That if at 
d | least 50 per centum of the membership of the corporation or number of 
it beneficiaries of the trust consists of veterans, the mortgage may involve a 
“ principal obligation not to exceed $2,970 per room (or $9,500 per family unit 
; if the number of rooms in such property or project is less than four per 
ud family unit), and not to exceed 99 per centum of the amount which the 
Commissioner estimates will be the replacement cost of the property or 
‘od project when the proposed physical improvements are completed: Provided 
. further, That as to projects which consist of elevator-type structures the 
‘ Commissioner may, in his discretion, increase the dollar amount limitation 
oe of $2,910 per room to not to exceed $3,395, the dollar amount limitation of 
at $2,970 per room to not to exceed $3,465, the dollar amount limitation of 
“ $9,000 per family unit to not to exceed $9,400, and the dollar amount limita- 
tion of $9,500 per family unit to not to exceed $9,900, as the case may be, 
“ to compensate for the higher costs incident to the construction of elevator- 
h type structures of sound standards of construction and design: Provided 
; further, That the Commissioner may, by regulation, increase any of the 
foregoing dollar amount limitations by not to exceed $1,250 per room, 
: without regard to the number of rooms being less than four, or four or 
more, in any geographical area where he finds that cost levels so require: 
Provided further, That in the case of a mortgagor of the character described 
in paragraph (3) of subsection (a) the mortgage shall involve a principal 
obligation in an amount not to exceed 90 per centum of the amount which 
the Commissioner estimates will be the replacement cost of the property or 
e | project when the proposed physical improvements are completed: Provided 
e further, That upon the sale of a property or project by a mortgagor of the 
. character described | in paragraph (3) of subsection (a) to a nonprofit 
e, cooperative ownership housing corporation or trust within two years after 
the completion of such property or project the mortgage given to finance 
e such sale shall involve a principal obligation in an amount not to exceed 


the maximum amount computed in accordance with this subsection without 
regard to the preceding proviso: And provided further, That for the purposes 
of this section the term ‘veterans’ shall mean persons who have served in 
the active military or naval service of the United States at any time on or 
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after April 6, 1917, and prior to November 12, 1918, or on or after September 
16, 1940, and prior to July 26, 1947, or on or after June 27, 1950, and prior 
to February 1, 1955.” 

(c) Section 213(d) of such Act is amended by adding at the end thereof a new 
sentence as follows: “Property held by a corporation or trust of the character 
described in paragraph numbered (2) of subsection (a) of this section which is 
covered by a mortgage insured under this section may include such community 
facilities, and property held by a mortgagor of the character described in para- 
graph numbered (3) of subsection (a) of this section which is covered by an 
mortgage insured under this section may include such commercial and com- 
munity facilites, as the Commissioner deems adequate to serve the occupants.” 

(d) Section 213 of such Act is further amended by adding at the end thereof 
the following new subsections: 

“(i) Nothing in this Act shall be construed to prevent the insurance of a mort- 
gage executed by a mortgagor of the character described in paragraph (1) of 
subsection (a) of this section covering property upon which dwelling units 
and related facilities have been constructed prior to the filing of the application 
for mortgage insurance hereunder: Provided, That the Commissioner determines 
that the consumer interest is protected and that the mortgagor will be a consumer 
cooperative: Provided further, That in the case of properties other than new 
construction, the limitations in this section upon the amount of the mortgage 
shall be based upon the appraised value of the property for continued use as a 
cooperative rather than upon the Commissioner’s estimate of the replacement 
cost: And provided further, That as to any project on which construction was 
commenced after the effective date of this subsection, the mortgage on such 
project shall be eligible for insurance under this section only in those cases 
where the construction was subject to inspection by the Commissioner and 
where there was compliance with the provisions of section 212 of this title. As 
to any project on which construction was commenced prior to the effective date 
of this subsection, such inspection, and compliance with the provisions of section 
212 of this title, shall not be a prerequisite. 

“(j) With respect to a property or project of a mortgagor of the character 
described in paragraph (1), (2), or (3) of subsection (a) of this section, there 
shall be included in the amount which the Commissioner estimates will be the 
replacement cost of the property or project when the proposed physical improve- 
ments are completed an allowance for working capital equal to 2 percent of all 
other estimated costs.” 

{e) (1) Section 213 of such Act is further amended by adding after subsection 
(j) (as added by subsection (d) of this section) the following new subsections: 

“(k) There is hereby created a Cooperative Management Housing Insurance 
Fund (herein referred to as the ‘Management Fund’) which shall be used by 
the Commissioner as a revolving fund for carrying out the provisions of this title 
with respect to mortgages insured under subsection (a) (1) and subsection (a) (3) 
pursuant to commitments issued on or after the date of the enactment of the 
Housing Act of 1959 or mortgage insurance or commitments reissued under 
subsection (0). The Commissioner is directed to transfer to the Management 
Fund the sum of $2,000,000 from the Housing Insurance Fund established pur- 
suant to section 207(f). General expenses of operation of the Federal Housing 
Administration relating to mortgages the mortgage insurance for which is the 
obligation of the Management Fund may be charged to the Management Fund. 

“(1) The Commissioner shall establish, as of the enactment of the Housing 
Act of 1959, in the Management Fund, a General Surplus Account and a Partic- 
ipating Reserve Account. The aggregate net income thereafter received or any 
net loss thereafter sustained by the Management Fund in any semiannual period 
shall be credited or charged to the General Surplus Account and/or the Partici- 
pating Reserve Account in such manner and amounts as the Commissioner may 
determine to be in accord with sound acturial and accounting practice. Upon 
termination of the insurance obligation of the Management Fund by payment 
of any mortgage insured thereunder and/or at such time or times prior to such 
termination as the Commissioner may determine, the Commissioner is authorized 
to distribute to the mortgagor a share of the Participating Reserve Account in 
such manner and amount as the Commissioner shall determine to be equitable and 
in accordance with sound actuarial and accounting practice: Provided, That, 
in no event shall the amount of such distributive share exceed the aggregate 
scheduled annual premiums of the mortgagor to the year of payment of such 
share less the total amount of any share or shares previously distributed by the 
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Commissioner to the mortgagor: And provided further, That in no event may any 
such distributive shares be distributed until any funds transferred to the 
Management Fund pursuant to section 219 have been repaid in full to the trans- 
ferring fund. No mortgagor or mortgages shall have any vested right in a credit 


-balance in any such account or be subject to any liability arising out of the 


mutuality of the Management Fund, and the determination of the Commissioner 
as to the amount to be paid by him to any mortgagor shall be final and conclusive. 

“(m) There is hereby created a Cooperative Sales Housing Insurance Fund 
(herein referred to as the ‘Sales Fund’) which shall be used by the Commis- 
sioner as a revolving fund for carrying out the provisions of this title with re- 
spect to mortgages insured under subsection (a) (2) and individual mortgages 
insured under subsection (d) pursuant to commitments issued on or after the 
date of the enactment of the Housing Act of 1959 or mortgage insurance or 
commitments reissued under subsection (0). The Commissioner is directed to 
transfer to the Sales Fund the sum of $1,000,000 from the Housing Insurance 
Fund established pursuant to section 207(f). General expenses of the opera- 
tion of the Federal Housing Administration relating to mortgages the mortgage 
insurance for which is the obligation of the Sales Fund may be charged to the 
Sales Fund. 

“(n) The Commissioner shall establish, as of the enactment of the Hous- 
ing Act of 1959, in the Sales Fund, a General Surplus Account and a Partici- - 
pating Reserve Account. The aggregate net income thereafter received or any 
net loss thereafter sustained by the Sales Fund in any semiannual period shall 
be credited or charged to the General Surplus Account and/or the Participating 
Reserve Account in such manner and amounts as the Commissioner may de- 
termine to be in accordance with sound actuarial and accounting practice. 
Upon termination of the insurance obligation of the Sales Fund by payment of 
any mortgage insured thereunder, the Commissioner is authorized to distribute 
to the mortgagor a share of the Participating Reserve Account in such manner 
and amount as the Commissioner shall determine to be equitable and in accord- 
ance with sound actuarial and accounting practice: Provided, That in no event 
shall any such distributive share exceed the aggregate scheduled annual premi- 
ums of the mortgagor to the year of termination of the insurance: And provided 
further, That in no event may any such distributive share be distributed until 
any funds transferred to the Sales Fund pursuant to section 219 have been re- 
paid in full to the transferring fund. No mortgagor or mortgagee shall have 
any vested right in a credit balance in any such account, or be subject to any 
liability arising out of the mutuality of the Sales Fund, and the determination 
of the Commissioner as to the amount to be paid by him to any mortgagor 
shall be final and conclusive. 

“(o) The Commissioner shall be empowered to reissue under the Management 
Fund or the Sales Fund, as the case may be, commitments or the mortgage in- 
surance for any mortgage insured under this section pursuant to a commitment 
issued prior to the date of the enactment of the Housing Act of 1959, provided 
the consent of the mortgagees to such reissuance is obtained, or a request by 
the mortgagee for such reissuance is received, by the Commissioner within 
ninety days after the date of the enactment of the Housing Act of 1959: but 
the mortgage insurance for any such mortgage shall not be reissued under this 
subsection if on the date of the enactment of the Housing Act of 1959 the mort- 
gage is in default and the mortgagee has notified the Commissioner in writ- 
ing of its intention to file claim for debentures. Any insurance or commitment 
soothed reissued shall not be affected by the enactment of the Housing Act of 

we. 

(2) Section 207(f) of such Act is amended by striking out “and section 213” 
each place it appears and inserting in lieu thereof “and (except with respect 
to mortgages the mortgage insurance for which is the obligation of the Co- 
operative Management Housing Insurance Fund or the Cooperative Sales 
Housing Insurance Fund) section 213”. 

(3) Section 213(a)(3) of such Act is amended by striking out the semi- 
colon at the end thereof and inserting in lieu of such semicolon a colon and the 
following: “Provided, That as to mortgages the mortgage insurance for which 
is the obligation of the Management Fund such stock or interest shall be paid 
for out of the Management Fund ;”’. 

(4) Section 218(a) of such Act is further amended by striking out the period 
at the end thereof and inserting in lieu of such period a colon and the following : 
“Provided, That as applied to mortgages the mortgage insurance for which is the 
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obligation of the Sales Fund, the reference to the Housing Fund in section 
207(b) (2) shall refer to the Sales Fund: Provided further, That as applied to 
mortgages the mortgage insurance for which is the obligation of the Management 
Fund, the reference to the Housing Fund in section 207(b) (2) shall refer to the 
Management Fund.” 

(5) Section 213(e) of such Act is amended to read as follows: 

“(e) (1) The provisions of subsections (d), (e), (g), (h), (i), (j), (k), (1), 
{m, (n), and (p) of section 207 shall apply to mortgages insured under sub- 
section (a)(1) and subsection (a) (3) of this section, except that as applied to 
mortgages the mortgage insurance for which is the obligation of the Management 
Fund pursuant to section 213(k), (A) all references to the Housing Insurance 
Fund or Housing Fund shall refer to the Management Fund, and (B) all refer- 
ences to section 207 or 210 shall refer to subsection (a) (1) and subsection (a) (3) 
of this section. 

“(2) The provisions of subsections (d), (e), (g), (h), (i), (j), (kK), (1), (m), 
(n), and (p) of section 207 shall apply to mortgages insured under subsection 
(a) (2) of this section, except that as applied to mortgages the mortgage insur- 
ance for which is the obligation of the Sales Fund pursuant to section 213(m), 
(A) all references to the Housing Insurance Fund or Housing Fund shall refer 
to the Sales Fund and (B) all references to section 207 or 210 shall refer to sub- 
section (a) (2) of this section. 

“(3) The provisions of subsections (a), (c), (d), (e), (f), (g), (h), (j), and 
(k) of section 204 and subsection (p) of section 207 shall apply to individual 
mortgages insured under subsection (d) of this section, except that as applied 
to mortgages the mortgage insurance for which is the obligation of the Sales Fund 
pursuant to section 213(m), (A) all references to the Housing Insurance Fund 
or the Housing Fund in subsections (c), (d), and (f) of section 204 and sub- 
section (p) of section 207 shall refer to the Sales Fund, and (B) all references to 
section 207 or 210 in subsections (c), (d), and (f) of section 204 and subsection 
(p) of section 207 shall refer to subsection (d) of this section.” 

(6) Section 219 of such Act is amended by striking out “or the Servicemen’s 
Mortgage Insurance Fund” and inserting in lieu thereof “the Servicemen’s Mort- 
gage Insurance Fund, the Cooperative Management Housing Insurance Fund, or 
the Cooperative Sales Housing Insurance Fund”. 


INCREASED MORTGAGE AMOUNTS IN ALASKA, GUAM, AND HAWAII 


Sec. 106. The first sentence of section 214 of the National Housing Act is 
amended by inserting after “maximum or maxima otherwise applicable the 
following: “(including increased mortgage amounts in geographical areas where 
cost levels so require)”. 


FHA MORTGAGE INSURANCE AUTHORIZATION 


Sec.. 107. Section 217 of the National Housing Act is amended by striking out 
“$7,000,000,000” and inserting in lieu thereof “$ 


REPEAL OF OBSOLETE PROVISION 


Sec. 108. Section 218 of the National Housing Act is repealed. 


SECTION 220 MORTGAGE INSURANCE 


Sec. 109. (a)(1) Clause (i) of subsection (d)(3)(A) of section 220 of the 
National Housing Act is amended by striking out “$20,000” and “$27,500” and 
inserting in lieu thereof “$25,000” and “$30,000”, respectively. 

(2) Subsection (d) (3) (A) (i) of section 220 of such Act is further amended— 

(A) by striking out “85 per centum” and inserting in lieu thereof “90 per 
centum” ; 

(B) by striking out “$16,000” each place it appears and inserting in lieu 
thereof “$18,000” ; and 


w= 


(C) by striking out “70 per centum” and inserting in lieu thereof “75 per 
centum”. 

(3) Subsection (d) (3) (A) (ii) of section 220 of such Act is amended by in- 
serting before the semicolon at the end thereof a colon and the following: 
“Provided, That such 85 per centum limitation shall not be applicable if the 
mortgagor and mortgagee assume responsibility in a manner satisfactory to the 
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Commissioner for the reduction of the mortgage by an amount not less than 15 
per centum of the outstanding principal amount thereof in the event the mort- 
gaged property is not, prior to the due date of the eighteenth amortization pay- 
ment of the mortgage, sold to a purchaser acceptable to the Commissioner who 
is the occupant of the property and who assumes and agrees to pay the mort- 
gage indebtedness”. 

(b) Subsection (d) (3) (B) (iii) of section 220 of such Act is amended by in- 
serting after ‘as may be attributable to dwelling use” the following: “(exclud- 
ing exterior land improvements as defined by the Commissioner)”. 

(c) Subsection (d)(8)(B) (iii) of such section 220 is further amended— 

(1) by striking out “$2,250” each place it appears and inserting in lieu 
thereof ‘$2,700” ; 

(2) by striking out “$8,100” each place it appears and inserting in lieu 
thereof “$9,000” ; 

(3) by striking out “$2,700” and inserting in lieu thereof “$3,150” ; 

(4) by striking out “$8,400” and inserting in lieu thereof “$9,500”; and 

(5) by striking out “$1,000” and inserting in leu thereof “$1,250”. 


SECTION 221 RELOCATION HOUSING MORTGAGE INSURANCE IN ENVIRONS 


Sec. 110. (a) The first paragraph of section 221(a) of the National Housing 
Act is amended to read as follows: 

“This section is designed to supplement systems of mortgage insurance under 
other provisions of the National Housing Act in order to assist (1) in relocating 
families from urban renewal areas, (2) in relocating families to be displaced as 
the result of governmental action in a community respecting which (A) the 
Housing and Home Finance Administrator has made the certification to the 
Commissioner provided for by subsection 101(c) of the Housing Act of 1949, 
as amended, or (B) there is being carried out a project covered by a Federal aid 
contract executed, or prior approval granted, by the Housing and Home Finance 
Administrator under title I of the Housing Act of 1949, as amended, before the 
effective date of the Housing Act of 1954, or (C) there is being carried out an 
urban renewal project assisted under section 111 of the Housing Act of 1949, 
as amended, and (3) in relocating families residing in the environs of a com- 
munity described in clause (2) which are to be displaced as the result of gov- 
ernmental action.” 

(b) The second paragraph of section 221(a) of such Act is amended— 

(1) by inserting before the colon preceding the first proviso a comma 
and the following: “and in those environs of such communities (as pro- 
vided in clause (3) of the preceding paragraph) which shall have requested 
such mortgage insurance to be provided” ; 

(2) by striking out “in any such community” in the second proviso and 
inserting in lieu thereof “in or near any such community”; 

(3) by striking out “(1)” in the third proviso and inserting in lieu 
thereof (2) (A)”; and 

(4) by striking out “(1)”, “(2)”, and “(3)” wherever they appear in the 
last proviso, and inserting in lieu thereof respectively “(2) (A)”, “(2) (B)”, 
and “(2)(C)”. 

(ec) Section 101(c) of the Housing Act of 1949 is amended by striking out “if 
the mortgaged property is in a community referred to in clause (2) of section 
221(a) of said Act”, and inserting in lieu thereof “if the mortgaged property 
is in an area described in clause (3) of section 221(a) of said Act, or in a com- 
munity referred to in clause (2) (B) of said section”. 

(d) Section 101(c) of the Housing Act of 1949 is further amended by striking 
out “in a community” in clause (iii) of the last proviso. 


SECTION 221 RELOCATION HOUSING MORTGAGE INSURANCE—MORTGAGE AMOUNTS AND 
MORTGAGORS 


Sec. 111. (a) Section 221(d) (2) of the National Housing Act is amended by 
striking out “$9,000” and “$10,000” and inserting in lieu thereof “$10,000” and 
“$12,000”, respectively. 

(b) Section 221(d) of such Act is further amended— 

(1) by striking out “$9,000” and “$10,000” in paragraph (3) and inserting 
in lieu thereof “$10,000” and “$12,000”, respectively ; 

(2) by striking out “the Comimssioner’s estimate of the value of the prop- 
erty or project” in paragraph (3) and inserting in lieu thereof “the amount 
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which the Commissioner estimates will be the replacement cost of the prop- 
erty or project” ; 

(3) by striking out “and” at the end of paragraph (3) and inserting in 
lieu thereof “or” ; and 

(4) by redesignating paragraph (4) as paragraph (5) and inserting after 
paragraph (3) the following new paragraph: 

“(4) if executed by a mortgagor which is not a nonprofit organization, and 
which is approved by the Commissioner— 

“(i) not exceed (in the case of a property or project approved for 
mortgage insurance prior to the beginning of construction) 90 per centum 
of the amount which the Commissioner estimates will be the replacement 
cost of the property or project when the proposed improvements are 
completed (the replacement cost may include the land, the proposed 
physical improvements, utilities within the boundaries of the land, archi- 
tect’s fees, taxes, interest during construction, and other miscellaneous 
charges incident to construction and approved by the Commissioner, and 
shall include an allowance for builder’s and sponsor’s profit and risk of 
10 per centum of all of the foregoing items except the land unless the 
Commissioner, after certification that such allowance is unreasonable, 
shall by regulation prescribe a lesser percentage) ; 

“(ii) not exceed 90 per centum of the Commissioner’s estimate of the 
value of the property or project when the proposed repair and rehabili- 
tation is completed if the proceeds of the mortgage are to be used for the 
repair and rehabilitation of a property or project : 

Provided, That such property or project when constructed, or repaired and 
rehabilitated, shall be for use as rental accommodations for ten or more fam- 
ilies eligible for occupancy as provided in this section: And provided further, 
That the Commissioner may, in his discretion, require the mortgagor to be 
regulated or restricted as to rents or sales, charges, capital structure, rate of 
return and methods of operation, and for such purpose the Commissioner 
may make such contracts with and acquire for not to exceed $100 such stock 
or interest in any such mortgagor as the Commissioner may deem necessary 
to render effective such restrictions or regulations, with such stock or interest 
being paid for out of the Section 221 Housing Insurance Fund and being 
required to be redeemed by the mortgagor at par upon the termination of all 
obligations of the Commissioner under the insurance; and”. 

(c) Section 221(g) (2) of such Act is amended by striking out “paragraph (3)” 
and inserting in lieu thereof “paragraph (3) or (4)”. 

(d) Section 212(a) of such Act is amended by adding at the end thereof the 
following new sentence: “The provisions of this section shall apply to the insur- 
ance of any mortgage under section 221 which covers property on which there is 
located a dwelling or dwellings designed principally for residential use for ten 
or more families.” 


SERVICEMEN’S HOUSING MORTGAGE INSURANCE 


Src. 112.‘ Section 222(b) of the National Housing Act is amended— 
(1) by inserting “or 203 (i)” after “203(b)” in paragraph (1) ; and 
(2) by striking out “$17,100” in paragraph (2) and inserting in lieu 
thereof the following : $20,000, except that in the case of a mortgage meeting 
the requirements of section 203(i) such principal obligation shall not exceed 
$9,000". 
BUILDER’S COST CERTIFICATION 


Sec. 113. Section 227(a) of the National Housing Act is amended by striking 
out clause (iv) and inserting in lieu thereof the following: “‘(iv) under section 
221 if the mortgagor meets the requirements of paragraph (3) or paragraph (4) 
of subsection (d) thereof,”’. 


“MORTGAGE INSURANCE FOR NURSING HOMES 


Sec. 114. (a) Title II of the National Housing Act is amended by adding at 
the end thereof the following new section : 


“MORTGAGE INSURANCE FOR NURSING HOME 


“Src. 229. (a) The purpose of this section is to assist the provision of urgently 
needed nursing homes for the care and treatment of convalescents and other 
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persons who are not acutely ill and do not need hospital care but who require 
skilled nursing care and related medical services. 

“(b) For the purposes of this section— 

“(1) the term ‘nursing home’ means a proprietary facility, licensed or regu- 
lated by the State (or, if there is no State law providing for such licensing 
and regulation by the State, by the municipality or other political subdivision 
in which the facility is located), for the accommodation of convalescents or 
other persons who are not acutely ill and not in need of hospital care but who 
require skilled nursing care or related medical services, in which such nursing 
care or medical services are prescribed by, or are performed under the 
general direction of, persons licensed to provide such care or services in 
oecordance with the laws of the State where the facility is located; and 

“(2) the terms ‘mortgage’ and ‘mortgagor’ shall have the meanings respec- 
tively set forth in section 207 (a) of this Act. 

“(e) The Commissioner is authorized to insure any mortgage (including ad- 
vances on such mortgage during construction) in accordance with the provisions 
of this section upon such terms and conditions as he may prescribe and to make 
commitments for insurance of such mortgage prior to the date of its execution 
or disbursement thereon. 

“(d) In order to carry out the purpose of this section, the Commissioner is 
authorized to insure any mortgage which covers a new or rehabilitated nursing 
home, subject to the following conditions : 

“(1) The mortgage shall be executed by a mortgagor approved by the Com- 
missioner. The Commissioner may in his discretion require any such mortgagor 
to be regulated or restricted as to charges and methods of operation, and, in 
addition thereto, if the mortgagor is a corporate entity, as to capital structure 
and rate of return. As an aid to the regulation or restriction of any morgagor 
with respect to any of the foregoing matters, the Commissioner may make such 
contracts with and acquire for not to exceed $100 such stock or interest in such 
mortgagor as he may deem necessary. Any stock or interest so purchased shall 
be paid for out of the Section 207 Housing Insurance Fund, and shall be redeemed 
by the mortgagor at par upon the termination of all obligations of the Com- 
missioner under the insurance. 

“(2) The mortgage shall involve a principal obligation in an amount not to 
exceed $1,000,000, and not to exceed 75 per centum of the estimated value of the 
property or project when the proposed improvements are completed. 

“(3) The mortgage shall— 

“(A) provide for complete amortization by periodic payments within such 
terms as the Commissioner shall prescribe ; and 

“(B) bear interest (exclusive of premium charges for insurance) at not 
to exceed 5 per centum per annum of the amount of the principal obligation 
outstanding at any time. 

“(4) The Commissioner shall not insure any mortgage under this section unless 
he has received, from the State agency designated in accordance with section 
612(a) (1) of the Public Health Service Act for the State in which is located the 
nursing home covered by the mortgage, a certification that there is a need for 
such nursing home. 

“(e) The Commissioner may consent to the release of a part or parts of the 
mortgaged property or project from the lien of any mortgage insured under this 
section upon such terms and conditions as he may prescribe. 

“(f) The provisions of subsections (d), (e), (f), (g), (h), (i), (i), (kK), (1), 
(m), (n), and (p) of section 207 shall apply to mortgages insured under this 
section and all references therein to section 207 shall refer to this section.” 

(b) Section 212(a) of such Act is amended by adding at the end thereof (after 
the sentence added by section 111(d) the following new sentence: The provisions 
of this section shall also apply to the insurance of any mortgage under section 
229.” 

EQUITABLE TREATMENT FOR CERTAIN MORTGAGORS 

Sec. 115. If a mortgage covered by a commitment for insurance under title II 
of the National Housing Act, issued by the Commissioner and in effect, shall not 
have been finally endorsed by the Commissioner for insurance prior to the date of 
the enactment of the Housing Act of 1959, then, upon request made to the Com- 
missioner within sixty days after the date the administrative rules and regula- 
tions issued by the Commisisoner pursuant to this section are published in the 
Federal Register, the Commissioner, without any additional fees or charges 
therefor, shall reprocess such commitment in accordance with title II of the 
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National Housing Act (including the amendments made by the Housing Act of 
1959) and amend such commitment so as to contract to insure the mortgage in 
the amount which would have obtained if the application for such commitment 
had been originally processed by the Commissioner pursuant to the applicable 
provisions of such title II (including the amendments made by the Housing Act 
of 1959). 


INCLUSION OF FNMA FEES IN ESTIMATED REPLACEMENT COST OR VALUE 


Sec. 116. Title II of the National Housing Act is further amended by adding 
after section 229 (as added by section 114 of this Act) the following new section: 

“Sec. 230. In the processing of applications for commitments to insure mort- 
gages pursuant to this Act, if any mortgage is eligible for a commitment by the 
Federal National Mortgage Association in the exercise of the special assistance 
functions of the Association under title III of this Act and the mortgagee certifies 
to the Commissioner that, after the issuance by the Commissioner of his com- 
mitment to insure the mortgage, the mortgagee intends to apply to the Association 
for a commitment to purchase such mortgage and to deliver such mortgage to the 
Association for purchase pursuant to such commitment, there shall be included 
in the Commissioner’s estimate of replacement cost or value of the property or 
project to be covered by such mortgage an amount equal to the amount of the 
charges or fees to be imposed by the Association for its commitment to purchase 
such mortgage and its purchase of such mortgage pursuant to such commitment.” 


TECHNICAL AMENDMENTS 


Sec. 117. (a) Section 8(g) of the National Housing Act is amended by striking 
out “and (h) of section 204” and inserting in lieu thereof “(h), (j), and (k) of 
section 204.” 

(b) Sections 220(f) (1), 221(g) (1), 222(e), and 809(e) of such Act are each 
amended by striking out “and (j) of section 204” and inserting in lieu thereof 
“(j), and (k) of section 204.” 


TITLE JI—HOUSING FOR ELDERLY PERSONS 


Src. 201. (a) The purpose of this title is to assist private nonprofit corporations 
to provide housing and related facilities for elderly families and elderly persons. 

(b) In order to carry out the purpose of this title, the Administrator may 
make loans to any corporation (as defined in section 204(2)) for the provision of 
rental housing and related facilities for elderly families and elderly persons, 
except that (1) no such loan shall be made unless the corporation shows that it is 
unable to secure the necessary funds from other sources upon terms and condi- 
tions equally as favorable as the terms and conditions applicable to loans under 
this title, and (2) no such loan shall be made unless the Administrator finds 
that the construction will be undertaken in an economical manner, and that it 
will not be of elaborate or extravagant design or materials. 

(c) A loan to a corporation under this title may be in an amount not exceeding 
98 per centum of the total development cost (as defined in section 204(3)), as 
determined by the Administrator ; shall be secured in such manner and be repaid 
within such period, not exceeding fifty years, as may be determined by him; and 
shall bear interest at a rate determined by him which shall be not more than the 
higher of (1) 2% per centum per annum, or (2) the total of one-quarter of 1 
per centum per annum added to the rate of interest paid by the Administrator 
on funds obtained from the Secretary of the Treasury as provided in subsection 
(e) of this section. 

(d) To obtain funds for loans under this title, the Administrator may issue 
and have outstanding at any one time notes and obligations for purchase by the 
Secretary of the Treasury in an amount not to exceed $200,000,000, the proceeds 
from which shall constitute a revolving fund to be used by the Administrator in 
carrying out this title: Provided, That the amount available from such revolving 
fund at any one time for related facilities (as defined in section 204(8)) shall 
not exceed $20,000,000. 

(e) Notes or other obligations issued by the Administrator under this title 
shall be in such forms and denominations, have such maturities, and be subject 
to such terms and conditions as may be prescribed by the Administrator, with 
the approval of the Secretary of the Treasury. Such notes or other obligations 
shall bear interest at a rate determined by the Secretary of the Treasury which 
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shall be not more than the higher of (1) 24% per centum per annum, or (2) the 
average annual interest rate on all interest-bearing obligations of the United 
States then forming a part of the public debt as computed at the end of the fiscal 
year next preceding the issuance of such notes or obligations by the Adminis- 
trator and adjusted to the nearest one-eighth of 1 per centum. The Secretary 
of the Treasury is authorized and directed to purchase any notes and other 
obligations of the Administrator issued under this title and for such purpose is 
authorized to use as a public debt transaction the proceeds from the sale of any 
securities issued under the Second Liberty Bond Act, as amended, and the pur- 
poses for which securities may be issued under such Act, as amended, are 
extended to include any purchases of such notes and other obligations. The 
Secretary of the Treasury may at any time sell any of the notes or other obliga- 
tions acquired by him under this section. All redemptions, purchases, and sales 
by the Secretary of the Treasury of such notes or other obligations shall be 
treated as public-debt transactions of the United States. 

Sec. 202. In the performance of, and with respect to, the functions, powers, 
and duties vested in him by this title the Administrator shall (in addition to 
any authority otherwise vested in him) have the functions, powers, and duties 
set forth in section 402 (except subsec. (c) (2) of the Housing Act of 1950. 

Sec. 203. (a) Housing constructed with a loan made under this title shall not 
be used for transient or hotel purposes while such loan is outstanding. 

(b) As used in subsection (a), the term “transient or hotel purposes” shall 
have such meaning as may be prescribed by the Administrator, but rental for 
any period less than thirty days shall in any event constitute use for such pur- 
poses. The provisions of subsections (f) through (j) of section 513 of the 
National Housing Act (as added by section 132 of the Housing Act of 1954) 
shall apply in the case of violations of subsection (a) as though the housing 
described in such subsection were multifamily housing (as defined in section 
513(e)(2) of the National Housing Act) with respect to which a mortgage is 
insured under such Act, except that for purposes of this section the Administrator 
shall perform the functions vested in the Commissioner by such section 513. 

Sec. 204. As used in this title— 

(1) The term “housing” means (A) new structures suitable for dwelling 
use by elderly families and new structures suitable for such use by one or 
more elderly persons, and (B) dwelling facilities provided by rehabilitation, 
alteration, conversion, or improvement of existing structures which are other- 
wise inadequate for proposed dwelling use by such families and persons. 

(2) The term “corporation” means any incorporated private institution or 
foundation no part of the net earnings of which inures to the benefit of any 
private shareholder, contributor, or individual, if such institution or founda- 
tion is approved by the Administrator as to financial responsibility. 

(3) The term “development cost” means costs of construction of housing 
and of other related facilities, and of the land on which it is located, including 
necessary site improvement. 

(4) The term “elderly families” means families the head of which (or his 
spouse) is sixty-two years of age or over; and the term “elderly persons” 
means persons who are sixty-two years of age or over. The Administra- 
tor shall prescribe such regulations as may be necessary to prevent abuses 
in determining, under the definitions contained in this paragraph, the 
eligibility of families and persons for admission to and occupancy of hous- 
ing constructed with assistance under this title. 

(5) The term “State” includes the several States, the District of Colum- 
bia, the Commonwealth of Puerto Rico, and the Territories and possessions 
of the United States. 

(6) The term “Administrator” means the Housing and Home Finance 
Administrator. 

(7) The term “contsruction” means erection of new structures, or re- 
habilitation, alteration, conversion, or improvement of existing structures. 

(8) The term “related facilities” means (A) new structures suitable for 
use as cafeterias or dining halls, community rooms or buildings, or infirmaries 
or other inpatient or outpatient health facilities, or for other essential service 
facilities, and (B) structures suitable for the above uses provided by re- 
habilitation, alteration, conversion, or improvement of existing structures 
which are otherwise inadequate for such uses. 
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TITLE IlII—FEDBRAL NATIONAL MORTGAGE ASSOCIATION 


Sec. 301. Section 302(b) of the National Housing Act is amended by striking 
out “$15,000” and inserting in lieu thereof “$18,000”. 

Sec. 302. (a) Section 301(a) of the National Housing Act is amended by in- 
serting before the semicolon at the end thereof the following: “, and by aiding in 
the stabilization of the mortgage market’. 

(b) Section 304(a) of such Act is amended by striking out the last three sen- 
tences and inserting in lieu thereof the following: ‘“‘The Association shall, from 
time to time, establish and publish prices to be paid by it for mortgages pur- 
chased by it in its secondary mortgage operations under this section. The volume 
of the Association’s purchases and sales and the establishment of purchase prices, 
sales prices, and charges or fees in its secondary market operations under this 
section shall be so conducted as to promote the interests of the national economy 
by aiding in the stabilization of the mortgage market to the maximum extent con- 
sistent with sound operation, and within the reasonable capacity of the Associa- 
tion to sell its obligations to private investors. The Association shall buy at such 
prices and on such terms as will reasonably prevent excessive use of the Asso- 
ciation’s facilities and permit the Association to operate within its income derived 
from such secondary market operations and to.be fully self-supporting. Notwith- 
standing any other provision of this section, advance commitments to purchase 
mortgages in secondary market operations under this section shall be issued only 
at prices which are sufficient to facilitate advance planning of home construction, 
but which are sufficiently below the price then offered by the Association for im- 
mediate purchase to prevent excessive sales to the Association pursuant to such 
commitments.” 

(c) The last sentence of section 304(a) of such Act, as amended by subsection 
(b) of this section, is amended by striking out “advance planning of home con- 
struction” and inserting in lieu thereof “home financing”. 

Sec. 303. (a) Section 305(a) of the National Housing Act is amended by adding 
at the end thereof the following new sentence: “Any authorization by the Presi- 
dent to the Association to make commitments to purchase and to purchase mort- 
gages insured by the Federal Housing Commissioner on housing in urban renewal 
areas shall include mortgages insured under section 213 on projects in such 
areas.” 

(b) Section 305(b) of such Act is amended— 

(1) by striking out “August 7, 1958” and inserting in lieu thereof ‘Sep- 
tember 30, 1960, (except in the case of mortgages purchased pursuant to con- 
tracts made on or after August 8, 1958, and prior to the date of the enact- 
ment of the Housing Act of 1959)”; 

(2) by striking out “1% per centum” and inserting in lieu thereof ‘1 per 
centum” ; and 

(3) by striking out “one-half” and inserting in lieu thereof “one-fourth”. 

(ce) Section 305(e) of such Act is amended— 

(1) by striking out “which do not exceed $200,000,000 outstanding at any 
one time” and inserting in lieu thereof “not exceeding $200,000,000 at any 
one time, which limit shall be increased by $75,000,000 on the date of the 
enactment of the Housing Act of 1959 and on July 1 next occurring after 
such date” ; 

(2) by inserting after ‘$20,000,000 outstanding at any one time” the 
following: “, which limit shall be increased by $7,500,000 on the date of the 
enactment of the Housing Act of 1959 and on July 1 next occurring after 
such date” ; and 

(3) by inserting after ‘‘a consumer cooperative,” the following: “which 
amount shall be increased by $75,000,000 on the date of the enactment of the 
Housing Act of 1959 and on July 1 next occurring after such date,”. 

(d) Section 305(g) of such Act is amended— 

(1) by inserting after ‘shall not exceed $1,000,000,000 outstanding at any 
one time” the following: “, which limit shall be increased by $500,000,000 
on the date of the enactment of the Housing Act of 1959” ; and 

(2) by adding at the end thereof the following new sentence: “The amount 
to be paid by the Association for mortgages purchased under this subsection 
shall not exceed the unpaid principal balance thereof plus accrued interest, 
and shall not be less than that necessary to reasonably assure that mortgage 
credit will be made available for the classes of mortgages deseribed in this 
subsection”. 
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Src. 304. (a) Section 304(a) of the National Housing Act is amended by insert- 
ing “(1)” before “To carry out’, and by adding at the end thereof the following 
mew paragraph: 

“(2) To carry out further the purposes set forth in paragraph (a) of section 


301, the Association is authorized to make loans which are secured by mortgages 


insured or guaranteed under this Act or the Servicemen’s Readjustment Act of 
1944, but the aggregate amount of all such loans outstanding at any one time 
shall not exceed 15 per centum of the Association’s total borrowing authority 
as prescribed in subsection (b) of this section. The Association shall require 
each borrower to subscribe to the common stock of the Association in an amount 
equal to not more than one-half of 1 per centum of the loan; and, in addition, 
the Association may impose reasonable charges or fees for its services with the 


objective that all costs and expenses of its loan operations under this section 
should be within its income derived from such operations and that such operations 


should be fully self-supporting. Any loan made under this section (A) shall bear 
interest at a rate not in excess of the rate payable under the mortgages represent- 
ing the security for the loan; (B) shall mature not more than twelve months 
from the date of the loan; and (C) shall not exceed 95 per centum of the market 
value of the mortgages securing the loan as determined by the prices paid for 
similar types of mortgages purchased by the Association under this section.” 

(b) The first sentence of section 303(c) of such Act is amended to read as 
follows: “The Association shall issue, from time to time, to each mortgage seller 
or borrower, its common stock (only in denominations of $100 or multiples 
thereof) evidencing any capital contributions or subscriptions made by such 
seller or borrower pursuant to subsection (b) of this section or section 304(a) (2)”- 

(c) Section 303(f) of such Act is amended by striking out “shall be author- 
ized to make payments to the Association of the nonrefundable capital contribu- 
tions referred to in subsection (b) of this section, to receive stock of the 
Association evidencing such capital contributions,” and inserting in lieu thereof 
“shall be authorized to make payments to the Association of the nonrefundable 
capital contributions referred to in subsection (b) of this section or of the sub- 
scriptions referred to in section 304(a) (2), to receive stock of the Association 
evidencing such capital contributions or subscriptions,”. 

(d) Sections 304(b) and 309(c) of such Act, are each amended by striking. 
out “mortgages” and inserting in lieu thereof the following: “mortgages and 
other security holdings”. 

(e) Section 310 of such Act is amended by striking out “mortgages” and in- 
serting in lieu thereof the following : “mortgages or loans”. 


TITLE IV—URBAN RENEWAL 
STATEWIDE PLANNING 


Sec. 401. Section 101(b) of the Housing Act of 1949 is amended by adding at 
the end thereof the following new sentence: “The Administrator shall particu- 
larly encourage the utilization of local public agencies established by the States 
to operate on a statewide basis in behalf of smaller communities within the State 
which are undertaking or propose to undertake urban renewal programs when- 
ever that arrangement facilitites the undertaking of an urban renewal program 
by any such community, or provides an effective solution to community develop- 
ment or redevelopment problems in such communities, and is approved by resolu- 
tion or ordinance of the governing bodies of the affected communities.” 


EARLY LAND ACQUISITION 


Sec. 402. Section 102(a) of the Housing Act of 1949 is amended by adding at 
the end thereof the following new sentence: “In any case where, in connection 
with its undertaking and carrying out of an urban renewal project, a local public 
agency is authorized (prior to the approval by the local governing body of the 
urban renewal plan for such project) to acquire real property in the urban 
renewal area and to demolish and remove from any real property so acquired 
any buildings or structures located thereon, the Administrator, notwithstanding 
any other provision of this title, may make a temporary loan or loans to such 
local public agency to finance the acquisition of such real property and the 
demolition and removal of any buildings or structures located thereon: Pro- 
vided, That no contract for any temporary loan for such purpose shall be made 
unless the governing body of the locality involved shall by resolution or ordi- 
nance have approved the undertaking by the local public agency of the acquisi- 
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tion of real property in the urban renewal area and the demolition and removal 
of buildings or structures located on real property so acquired: And provided 
further, That, in any such case, the local public agency shall not dispose of any 
real property so acquired until the urban renewal plan for the project shall have 
been approved by the local governing body of the locality involved and any 
contract for any such temporary loan shall so provide.” ‘ 


CAPITAL GRANTS 


Sec. 403. Section 103 of the Housing Act of 1949 is amended— 

(1) by striking out the first sentence of subsection (b) and inserting in 
lieu thereof the following: ‘The Administrator, on and after July 1, 1949, 
may, With the approval of the President, contract to make capital grants, 
with respect to projects assisted under this title, and to make grants pur- 
suant to subsection (e) of this section, aggregating not to exceed 
$1,250,000,000, which limit shall be increased by $500,000,000 on the date of 
the enactment of the Housing Act of 1959 and on July 1 in each of the 
years 1959 and 1960: Provided, That such limit, and any such authorized 
increase therein, may be increased, at any time or times, by additional 
amounts aggregating not more than $100,000,000 upon a determination by 
the President that such action is in the public interest.” ; 

(2) by striking out the period at the end of the second sentence of 
subsection (b) and inserting in lieu thereof a colon and the following: 
“Provided, That any amounts so appropriated shall also be available for 
repaying to the Secretary of the Treasury, for application to notes of the 
Administrator, the principal amounts of any funds advanced to local public 
agencies under this title which the Administrator determines to be uncol- 
lectible because of the termination of activities for which such advances 
were made, together with the interest paid or accrued to the Secretary (as 
determined by him) attributable to notes given by the Administrator in 
connection with such advances, but all such repayments shall constitute a 
charge against the authorization to make contracts for grants contained 
in this section: Provided further, That no such determination of the <Ad- 
ministrator shall be construed to prejudice the rights of the United States 
with respect to any such advance.” ; and 

(3) by adding at the end thereof the following new subsections : 

“(e) Notwithstanding any other provision of this or any other Act, the Ad- 
ministrator shall, upon application by local public agencies, make reservations 
of capital grants (in advance of the dates on which the authorization to make 
contracts for such capital grants becomes available pursuant to subsection (b) ) 
which thereafter may be contracted for by such local public agencies as the ag- 
gregate amount of contracts to make capital grants with respect to projects 
assisted under this title is increased as provided for in subsection (b), and may 
make advances pursuant to section 102(d) for any project or projects to be car- 
ried out by such local public agencies with the capital grants so reserved to be 
contracted for by such local public agencies: Provided, ‘hat the amount of capi- 
tal grants so reserved together with the amount of capital grants contracted for 
and the amount of all grants reserved or contracted for pursuant to subsection 
(e) of this section shall not exceed at any time the aggregate amount authorized 
by this subsection to be contracted for on July 1, 1960: And provided further, 
That anything in this subsection to the contrary notwithstanding, the Adminis- 
trator may from time to time reserve from the amount of the authorization to 
make capital grants and grants under subsection (e) as shall be available at any 
time, and from the amounts of such authorization as is still to become available, 
such amounts as he deems necessary to provide for a reasonable reserve for over- 
runs and contingencies . 

“(d) Notwithstanding any other provision of this or any other Act, if financial 
assistance authorized by this title to be made available to a locality or local pub- 
lic agency may be made available to any locality or local public agency within 
the limitations provided in sections 102(e), 103(b), and 106(e) and the second 
paragraph following the paragraph numbered (6) of section 110(¢), the amount 
of such financial assistance made avuilable to any locality or local public agency 
upon submission and processing of proper application therefor shall not otherwise 
be restricted and, so long as such financial assistance is so available, applications 
therefor submitted by localities and local public agencies shall be processed, so 
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far as practicable, in the order of their receipt, and there shall not be imposed 
any limitations upon the size of any urban renewal project which otherwise meets 
the requirements of this title. 

“(e) The Administrator may contract to make grants for the preparation or 
completion of community renewal programs, which may include, without being 
limited to, (1) the identification of slum areas or blighted, deteriorated, or de- 
teriorating areas in the community, (2) the measurement of the nature and 
degree of blight and blighting factors within such areas, (38) determination of 
the financial, relocation, and other resources needed and available to renew such 
areas, (4) the identification of potential project areas and, where feasible, types 
of urban renewal action contemplated within such areas, and (5) scheduling or 
programing of urban renewal activities. Such programs shall conform, in the 
determination of the governing body of the locality, to the general plan of the 
locality as a whole. The Administrator may establish reasonable requirements 
respecting the scope and content of such programs. No contract for a grant 
pursuant to this subsection shall be made unless the governing body of the 
locality involved has approved the preparation or completion of the community 
renewal program and the submission by the local public agency of an application 
for such a grant. Notwithstanding section 110(h) or the use in any other pro- 
vision of this title of the term ‘local public agency’ or ‘local public agencies’, the 
Administrator may make grants pursuant to this subsection for the preparation 
or completion of a community renewal program to a single local public body au- 
thorized to perform the planning work necessary to such preparation or comple- 
tion. No grant made pursuant this subsection shall exceed two-thirds of the 
cost (as such cost is determined or estimated by the Administrator) of the prep- 
aration or completion of the community renewal program for which such grant 
is made.” 


PUBLIC IMPROVEMENTS BY FEDERAL AGENCIES IN URBAN RENEWAL AREAS 


Sec. 404. Section 105(b) of the Housing Act of 1949 is amended by adding 
the following before the semicolon at the end thereof: ‘“: And provided further, 
That, with respect to any improvements of a type which it is otherwise author- 
ized to undertake, any Federal agency (as defined in section 3(b) of the Fed- 
eral Property and Administrative Services Act of 1949, as amended, and also 
including the District of Columbia or any agency thereof) is hereby authorized 
to become obligated in accordance with this subsection, except that clause (ii) 
of this subsection shall apply to such Federal agency only to the extent that it 
is authorized (and funds have been authorized or appropriated and made 
available) to make the improvements involved”. 


RELOCATION PAYMENTS 


Sec. 405. (a) (1) The first sentence of section 106(f) (2) of the Housing Act 
of 1949 is amended to read as follows: “As used in this subsection, the term 
‘relocation payments’ means payments by a local public agency to individuals, 
families, and business concerns for their reasonable and necessary moving ex- 
penses and any actual direct losses of property except goodwill or profit (which 
are incurred on and after August 7, 1956, and for which reimbursement or com- 
pensation is not otherwise made) resulting from their displacement from an 
urban renewal area made necessary by (i) the acquisition of real property by 
a local public agency or by any other public body, (ii) code enforcement activities 
undertaken in connection with an urban renewal project, or (iii) a program of 
voluntary rehabilitation of buildings or other improvements in accordance with 
an urban renewal plan: Provided, That such payments shall not be made after 
completion of the project or if completion is deferred solely for the purpose of 
obtaining further relocation payments.” 

(2) No relocation payments under section 106(f) of the Housing Act of 1949 
Shall be made for expenses or losses incurred prior to the date of the enact- 
ment of the Housing Act of 1959, except to the extent that such payments were 
authorized by such section as it existed prior to such date. 

(b) Section 106(f) (2) of such Act is further amended by striking out “$100” 
each place it appears and inserting in lieu thereof “$200”, and by striking out 
“$2,500” and inserting in lieu thereof “$3,500”. 
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LOW-BENT HOUSING IN URBAN RENEWAL AREAS 


Sec. 406. Section 107 of the Housing Act of 1949, as amended, is hereby 
amended to read as follows: 


PAYMENT FOR LAND USED FOR LOW-RENT PUBLIC HOUSING 


“Sec. 107. When it appears in the public interest that land to be acquired as 
part of an urban renewal project should be used in whole or in part as a site 
for a low-rent housing project assisted under the United States Housing Act of 
1937, as amended, the site shall be made available to the local public housing 
agency undertaking the low-rent housing project at a price equal to the amount, 
as determined by the Administrator, which would be charged if it were disposed 
of to private enterprise for rental housing with physical characteristics sim- 
ilar to those of the proposed low-rent housing project, and such amount shall 
be included as part of the development cost of such low-rent housing project: 
Provided, That the local contribution in the form of tax exemption or tax re- 
mission required by section 10(h) of such Act with respect to the low-rent 
housing project into which such land is incorporated shall (if covered by a con- 
tract which, in the determination of the Public Housing Commissioner, and with- 
out regard to the requirements of the first proviso of such section 10(h), will 
assure that such local contribution will be made during the entire period that 
the project is used as low-rent housing within the meaning of such Act) be 
accepted as a local grant-in-aid equal in amount, as determined by the Ad- 
ministrator, to one-half (or one-third in the case of an urban renewal project 
on a three-fourths capital grant basis) of the difference between the cost of 
such site (including costs of land, clearance, site improvements, and a share, 
pro-rated on an area basis, of administrative, interest, and other project costs) 
and its sales price, and shall be considered a local grant-in-aid furnished in 
a form other than cash within the meaning of section 110(e) of this Act.” 


REQUIREMENTS FOR URBAN RENEWAL PLAN 


Sec. 407. Section 110(b) of the Housing Act of 1949 is amended by striking 
out clause (2) and inserting in lieu thereof the following: ‘(2) shall be suffi- 
ciently complete to indicate, to the extent required by the Administrator, the 
general nature of such redevelopment, improvements, and rehabilitation as may 
be proposed to be carried out in the urban renewal areas, the general land uses, 
and the general nature of building requirements and density standards”. 


NONRESIDENTIAL REDEVELOPMENT 


Sec. 408. Section 110(c) of the Housing Act of 1949 is amended by striking 
out the second paragraph following the paragraph numbered (6) and inserting 
in lieu thereof the following: 

“Financial assistance shall not be extended under this title with respect to 
any urban renewal area which is not predominantly residential in character 
and which, under the urban renewal plan therefor, is not to be redeveloped for 
predominantly residential uses: Provided, That, if the governing body of the 
local public agency determines that the redevelopment of such an area for 
predominantly nonresidential uses is necessary for the proper development of 
the community, the Administrator may extend financial assistance under this 
title for such a project: Provided further, That the aggregate amount of capital 
grants contracted to be made pursuant to this title with respect to such projects 
after the date of the enactment of the Housing Act of 1959 shall not exceed 
20 per centum of the aggregate amount of grants authorized by this title to be 
contracted for after such date.” 


LOCAL GRANTS 


Sec. 409. (a) Section 110(d) of the Housing Act of 1949 is amended by strik- 
ing out of clause (3) the words “and revenue producing public utilities the 
capital cost of which is wholly financed with local bonds or obligations payable 
solely out of revenues derived from service charges.” 

(b) Section 110(d) of such Act is further amended by adding at the end 
thereof the following new paragraph: 

“Notwithstanding any other provision of this subsection, no donation or pro- 
vision of a public improvement or public facility of a type falling within the 
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purview of this subsection shall be deemed to be ineligible as a local grant-in- 
aid for any project solely on the basis that the construction of such improve- 
ment or facility was commenced without notification to the Administrator or 
prior to Federal recognition of such project, if such construction was com- 
menced not more than five years prior to the authorization by the Administrator 
of a contract for loan or capital grant for the project.” 


CREDIT FOR LOSS OF INTEREST 


Sec. 410. Section 110(e) of the Housing Act of 1949 is amended by striking 
out the first sentence and inserting in lieu thereof the following: “ ‘Gross proj- 
ect cost’ shall comprise (1) the amount of the expenditures by the local public 
agency with respect to any and all undertakings necessary to carry out the 
project (including the payment of carrying charges, but not beyond the point 
where the project is completed), and (2) the amount of such local grants-in- 
aid as are furnished in forms other than cash. There may be included as part 
of the gross project cost, under any contract for loan or grant heretofore or 
hereafter executed under this title, with respect to moneys of the local public 
agency which are actually expended and outstanding for undertakings (other 
than in the form of local grants-in-aid) necessary to carry out the project, 
in the absence of carrying charges on such moneys, an amount in lieu of carry- 
ing charges which might otherwise have been payable thereon for the period 
such moneys are expended and outstanding but not beyond the point where the 
project is completed, computed for each six-month period or portion thereof, at 
an interest rate equivalent to the simple average yield per annum on new issues 
of United States Government ninety-one day Treasury bills issued during the 
ten weeks immediately prior to January 1 or July 1 of such six-month period: 
Provided, That such amount may be computed on the net total of all such 
moneys of the local public agency remaining expended and outstanding, less 
other moneys received from the project undertaken in excess of project expendi- 
tures, in all projects of the local public agency under this title, and allocated, as 
the Administrator may determine, to each of such projects. With respect to a 
project for which a contract for capital grant has been executed on a three- 
fourths basis pursuant to the proviso in the second sentence of section 103(a), 
gross project cost shall include, in lieu of the amount specified in clause (1) 
above, the amount of the expenditures by the local public agency with respect 
to the following undertakings and activities necessary to carry out such project: 

“(i) acquisition of land (but only to the extent of the consideration paid 
to the owner and not title, appraisal, negotiating, legal, or any other expendi- 
tures of the local public agency incidental to acquiring land), disposition of 
land, demolition and removal of buildings and improvements, and site prepa- 
ration and improvements, all as provided in paragraph (1), (2), (3), (4), 
and (6) of section 110(¢c) ; and 

“(jii) the payment of carrying charges related to the undertakings in 
clause (i) (including amounts in lieu of carrying charges as determined 
above), exclusive of taxes and payments in lieu of taxes but not beyond the 
point where such a project is completed ; 

but not the cost of any other undertakings and activities (including, but without 
being limited to, the cost of surveys and plans, legal services of any kind, and 
all administrative and overhead expenses of the local public agency) with respect 
to such project.” 


UNIFORM DATE FOR INTEREST RATE DETERMINATION 


Sec. 411. Section 110(g) of the Housing Act of 1949 is amended— 

(1) by striking out of the first sentence “is approved” and inserting in 
lieu thereof “for any project under this title is authorized” ; 

(2) by inserting in the second sentence after “Any” the word “such”; and 

(3) by striking out of the second sentence “contract is revised or super- 
seded by such later contract” and inserting in lieu thereof “later contract 
is authorized”. 

CONFORMING AMENDMENTS 


Sec. 412. The Housing Act of 1949 is amended— 
(1) by striking out the word “capital” in section 100, in the second sen- 
tence of section 103(b), and in sections 106(a) (3), 106(b), 106(c) (6), 
106(c) (8), and 106(e) ; 
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(2) by inserting in section 101(a) after the word “title” in the first place 
where it appears therein “or for grants pursuant to section 108(e)”; and 
(3) by adding at the end of section 110 the following new subsection : 
“(k) ‘Federal recognition’ means execution of any contract for financial assist- 
ance under this title or concurrence by the Administrator in the commencement, 
without such assistance, of surveys and plans.” 


URBAN PLANNING 


Sec. 413. Section 701 of the Housing Act of 1954 is amended— 

(1) by inserting after “planning agencies” in the first sentence the follow- 
ing: “, or to an agency or instrumentality of g>»vernment designated by the 
governor of the State and acceptable to the Administrator as capable of 
carrying out the intent of this section,” ; 

(2) by striking out the language in the first sentence after the parentheti- 
cal clause and inserting in lieu thereof the following: “to (1) cities and other 
municipalities having a population of less than 50,000 according to the latest 
decennial census, and (2) any group of adjacent communities, either incor- 
porated or unincorporated, having a total population of less than 50,000 
according to the latest decennial census and having common or related urban 
planning problems resulting from rapid urbanization.” ; and 

(3) by adding at the end thereof the following new sentence: “In any 
State where there is no State planning agency empowered by law, or any 
agency or instrumentality designated by the governor of the State, to receive 
and administer the planning grants provided for in the first sentence of this 
section, such a grant may be made directly to any city or other municipality 
described in such sentence upon application therefor filed by it with the 
Administrator.” 

TITLE V—COLLEGE HOUSING 


Sec. 501. Section 401(d) of the Housing Act of 1950 is amended by striking out 
**$925,000,000”, ‘$160,000,000”, and “$25,000,000” and inserting in lieu thereof 
“$1,425,000,000", “$175,000,000”, and ‘$100,000,000”, respectively. 

Sec. 502. (a) Section 404(b) of the Housing Act of 1950 is amended by striking 
out “and (4)” and inserting in lieu thereof ‘‘(4)’’, and by inserting before the 
period at the end thereof the following: “, and (5) any nonprofit student housing 
cooperative corporation established for the purpose of providing housing for stu- 
dents or students and faculty of any institution included in clause (1) of this 
subsection”. 

(b) Section 401 of such Act is amended by adding at the end thereof the 
following new subsection : 

“(g) In the case of any loan made under this section to a nonprofit student 
housing cooperative corporation referred to in clause (5) of section 404(b), the 
Administrator shall require that the note securing such loan be co-signed by the 
educationai institution (referred to in clause (1) of such section) at which such 
corporation is located; and in the event of the dissplution of such corporation, 
title to the housing constructed with such loan shall vest in such educational 
institution.” 

TITLE VI—LOW-RENT PUBLIC HOUSING 


DECLARATION OF POLICY 


Sec. 601. Section 1 of the United States Housing Act of 1937 is amended by 
adding at the end thereof the following new sentences: “In the development of 
low-rent housing it shall be the policy of the United States to make adequate pro- 
vision for larger families and for families consisting of elderly persons. In the 
administration of low-rent housing it shall be the policy of the United States to 
vest in local public agencies responsibility for the establishment of rents and 
eligibility requirements (subject to income limit ceilings hereinafter provided), 
the preparation of budgets, and the control of expenditures (subject to audit and 
review by the General Accounting Office as provided by law), and to provide 
such guidance as is necessary in assisting families to become good tenants and 
citizens of the larger community.” 
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CENTRAL ADMINISTRATIVE OFFICE FACILITIES 


Sec. 602. The last sentence of paragraph (5) of section 2 of the United States 
Housing Act of 1937 is amended— 

(1) by inserting after “1949” the following: “, or in cases where the public 
housing agency and the local public agency for purposes of such title I oper- 
ate under a combined central administrative office staff,” ; 

(2) by striking out “included in a low-rent housing project” and inserting 
in lieu thereof ‘‘used in connection with the low-rent housing program of 
such public housing agency” ; and 

(3) by striking out “its functions as such local public agency” each place 
it appears and inserting in lieu thereof “the functions of such iocal public 
agency”. 

RENTS AND INCOME LIMITS 


Sec. 603. (a) Paragraph (1) of section 2 of the United States Housing Act of 
1937 is amended to read as follows: 

“(1) The term ‘low-rent housing’ means decent, safe, and sanitary dwellings 
within the financial reach of families of low income, and developed and adminis- 
tered to promote serviceability, efficiency, economy, and stability, and embraces 
all necessary appurtenances thereto. The dwellings in low-rent housing shall be 
available solely for families of low income.” 

(b) Paragraph (7)(b) of section 15 of such Act is amended to read as 
follows: 

“(b) the Authority shall not make any contract for loans (other than 
preliminary loans) or for annual contributions pursuant to this Act with 
resvect to any low-rent housing project initiated after March 1, 1949, unless 
the governing body of the locality involved has entered into an agreement 
with the public housing agency providing for the local cooperation required 
by the Authority pursuant to this Act.” 

(ce) Paragraph (8)(a) of section 15 of such Act is amended to read as 
follows: 

“(a) the public housing agency shall fix maximum income limits for the 
admission and for the continued occupancy of families in such housing, 
and shall also fix the exemptions, if any, from net family income which 
shall be allowed in applying such income limits. In fixing income limits, 
the public housing agency shall determine (with the approval of the Au- 
thority), for dwellings of various sizes, the lowest annual rentals (or 
equivalent costs of owned homes), including the value or cost to the tenants 
of water, gas, other heating and cooking fuels, and other utilities, at which 
private enterprise unaided by public subsidy is providing (through new 
construction and available existing structures) a substantial supply of 
decent, safe, and sanitary housing toward meeting the need of an adequate 
volume thereof. The income limits fixed by the public housing agency for 
families of various sizes and compositions shall be such that (A) no family 
shall be eligible for admission whose net annual income, less exemptions, 
exceeds five times such lowest annual rental, less 20 per centum, of a dwell- 
ing of the size needed by such family, except that in the case of a family 
entitled to a first preference as provided in section 10(g) only 10 per 
centum need be deducted from such lowest annual rental; and (B) no fam- 
ily shall be eligible for continued occupancy whose net annual income, less 
exemptions, exceeds five times such lowest annual rental of a dwelling of 
the size needed by such family. In determining eligibility for admission, 
the public housing agency may exempt not more than $600 of the income 
of each member of the family other than the principal income recipient and 
not more than the annual payments made by the United States Government 
to any member of the family for disability or death occurring in connection 
with military service; and in determining eligibility for continued occupancy 
the public housing agency may exempt (i) not more than the total annual 
income of minor members of the family, other than the principal income 
recipient and his spouse, (ii) not more than $600 of the income of any other 
member of the family, other than the principal income recipient, and (iii) 
not more than the annual payments made by the United States Government 
to any member of the family for disability or death occurring in connec- 
tion with military service ;” 
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(d) Paragraph (8)(b) of section 15 of such Act is amended by striking out 
clause (i) and inserting in lieu thereof the following: “(i) had an income for 
eligibility not exceeding the maximum income limits fixed by the public housing 
agency; and”. 

(e) Paragraph (8)(d) of section 15 of such Act is amended by striking out 
“(and approved by the Authority)”. 

(f) Section 502 (b) of the Housing Act of 1948 is amended by striking out 
the last sentence thereof. 


LOW-RENT HOUSING IN URBAN RENEWAL AREAS 


Sec. 604. Section 9 of the United States Housing Act of 1937 is amended— 
(1) by inserting “(a)” immediately after “Sec. 9.; and 
(2) by adding at the end thereof the following new subsection: 

“(b) Where land to be acquired as part of an urban renewal project is made 
available, as provided for in section 107 of the Housing Act of 1949, to a public 
housing agency as a site for a low-rent housing project assisted under this 
Act, an amount equal to the price for such land shall be included as a part 
of the development cost of such low-rent housing project and paid over by the 
public housing agency to the local public agency undertaking such urban re- 
newal project as the purchase price for such land. 


RESIDUAL RECEIPTS AND AUDITS 


Sec. 605. (a) Section 10(b) of the United States Housing Act of 1937 is 
amended by striking out the proviso in the second sentence and inserting in lieu 
thereof the following: “Provided, That subject to the limitation hereinafter set 
forth in this proviso, annual contributions shall not be less than the amounts 
necessary, in the determination of the Authority, to assure the repayment of all 
sums borrowed by the public housing agency to finance the development or acqui- 
sition cost of a project together with the interest, as contracted for from time to 
time, on the sums so borrowed: except that the fixed contribution payable an- 
nually under any contract shall in no event exceed a sum equal to the annual 
yield, at the applicable going Federal rate plus 2 per centum, upon the develop- 
ment or acquisition cost of the low-rent housing or slum clearance project in- 
volved. The contract for annual contributions shall provide for their payment 
over a fixed period of years, to be determined by the Authority, which shall in no 
event exceed 40 years from the date the first annual contribution for the project 
is paid. When payment of all sums borrowed (or provisions for such payment) 
has been made, annual contributions shall cease.” 

(b) Section 10(c) of such Act is amended to read as follows: 

“(c) Every contract for annual contributions shall provide that whenever in 
any year the receipts of a public housing agency in connection with a low-rent 
housing project exceed its expenditures (including debt service, administration, 
maintenance, establishment of reserves, and other costs and charges), an amount 
equal to such excess shall be applied to the repayment of outstanding develop- 
ment or acquisition loans in connection with the project either through immedi- 
ate repayment or establishment of a sinking fund. Every contract for annual 
contributions shall require that the publie housing agency and its chairman shall 
submit to the Authority at the end of each fiscal year a report containing finan- 
cial statements for the fiscal year and an opinion thereon by the State auditor 
or other appropriate State official or by a public accountant of recognized stand- 
ing based on an audit conducted in accordance with generally accepted auditing 
standards, and certify to the Authority that the agency has complied with the 
provisions of this Act. Such certification shall, in the absence of fraud or of 
evidence of waste or neglect, or expenditures which are not reasonably compati- 
ble with the operation of low-rent public housing, or extravagance, disclosed by 
financial postaudits pursuant to sections 814 and 816 of the Housing Act of 1954, 
and in the absence of evidence of violation of the provisions of this Act, be ac- 
cepted as final and conclusive by all officers of the Federal Government : Provided, 
That no provision of this section limits or reduces the authority of the General 
Accounting Office to audit expenditures under this Act: And provided further, 
That, in lieu of such independent audit by any such State auditor or State offi- 
cial or public accountant and such certification by the public housing agency and 
its chairman, any public housing agency may, in its discretion, elect to have its 
books and accounts audited by employees of the Authority, and, if such election 
shall be made by the public housing agency and the Authority notified in writing 
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thereof at least 60 days prior to the close of the accounting period, the Authority 
shall, in due course, audit the books and accounts of such public housing agency 
and shall transmit a copy of its audit report to the public housing agency.” 

(c) Section 22(b) of such Act is amended by striking out of the proviso the 
following: “proviso of subsection 10(b), or, where applicable, the second proviso 
of subsection 10(¢c)” and inserting in lieu thereof the following: “sentence of 
section 10(b)”. 

LOW-RENT HOUSING AUTHORIZATION 


Sec. 606. (a) Section 10(i) of the United States Housing Act of 1987 is 
amended to read as follows: 

“(i) Notwithstanding any other provision of law, the Authority may enter 
into new contracts for loans and annual contributions for not more than thirty- 
five thousand additional dwelling units after July 1, 1958, which limit (within 
the limit provided by subsection (e)) shall be increased by thirty-five thousand 
additional dwelling units on the first day of each scal year beginning after such 
date, and may enter into only such new contracts for preliminary loans in respect 
thereto as are consistent with the number of dwelling units for which contracts 
for annual contributions may be entered into hereunder. Notwithstanding any 
other provision of law, no new contract for annual contributions for additional 
dwelling units shall be entered into after July 31, 1956, except with respect to 
low-rent housing for a locality respecting which the Housing and Home Finance 
Administrator has made the determination and certification relating to a work- 
able program as described in section 101(c) of the Housing Act of 1949, as 
amended.” : 

(b) The last proviso under the heading “Public Housing Administration, An- 
nual Contributions” in title I of the First Independent Offices Appropriation Act, 
1954 (67 Stat. 307), is repealed. 

(c) Section 10(j) of the United States Housing Act of 1937 is repealed. 


PAYMENT FOR SERVICES 


Sec. 607. Section 15 of the United States Housing Act of 1937 is amended by 
adding at the end thereof the following new paragraph : 

“(10) Notwithstanding any other provision of law or any contract or other 
arrangement made pursuant thereto, any public housing agency which utilizes 
public services and facilities of a municipality or other local governmental agency 
making charges therefor separate from real and personal property taxes shall be 
authorized by the Authority (without any amendment to the contract for annual 
contributions or deductions from payments in lieu of taxes otherwise payable) 
to pay to such municipality or other local governmental agency the amount that 
would be charged private persons or dwellings similarly situated for such facili- 
ties and services.” 

AMENDMENT OF EXISTING CONTRACTS 


Sec. 608. The United States Housing Act of 1937 is amended by redesignating 
sections 30 and 31 as sections 31 and 32, respectively, and by inserting after 
section 29 a new section as follows: 

“Sec. 30. Upon the request of any local public agency the Authority is author- 
ized and directed to amend any or all of its contracts with the local public 
agency so as to bring such contracts into conformity with the provisions of this 
Act in effect on the date of such request: Provided, That contracts may not be 
amended or superseded in a manner which would impair the rights of the holders 
of any outstanding obligations of the public housing agency involved which are 
secured by any of the provisions of such contracts.” 


TITLE VII—ARMED SERVICES HOUSING 


Sec. 701. Section 803(a) of the National Housing Act is amended by striking 
out “June 30, 1959” and inserting in lieu thereof “September 30, 1960”. 

Sec. 702. (a) The first sentence of section 404(a) of the Housing Amendments 
of 1955 is amended to read as follows: “Whenever the Secretary of Defense or 
his designee deems it necessary for the purpose of this title, he may acquire by 
purchase, donation, condemnation, or other means of transfer, any land or (with 
the approval of the Federal Housing Commissioner) (1) any housing financed 
with mortgages insured under title VIII of the National Housing Act as in effect 
prior to August 11, 1955, or (2) any housing situated adjacent to a military in 
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stallation which was (A) completed prior to July 1, 1952, (B) certified by the 
Department of Defense, prior to construction, as being necessary to meet an 
existing military family housing need and considered as military housing by the 
Federal Housing Commissioner, and (C) financed with mortgages insured under 
section 207 of the National Housing Act.” 

(b) Section 404(b) of the Housing Amendments of 1955 is amended (1) by 
striking out “constructed under the mortgage insurance provisions of title VIII 
of the National Housing Act (as in effect prior to the enactment of the Housing 
Amendments of 1955)”, and inserting in lieu thereof the following: “described 
in clause (1) or (2) of subsection (a) of this section’; and (2) by inserting 
before the period at the end thereof the following: “or a military installation 
which the Secretary or his designee determines to be a permanent part of the 
military establishment’. 

(ce) Section 407(f) of the Act entitled “An Act to authorize certain construc- 
tion at military installations, and for other purposes”, approved August 30, 1957, 
is amended to read as follows: 

“(f) This section shall have no application to any housing described in clause 
(1) or (2) of section 404(a) of the Housing Amendments of 1955, as amended.” 

Sec. 703. Section 404(e) of the Housing Amendments of 1955 is amended by 
adding at the end thereof the following new sentence: “The Secretary or his 
designee may, in the case of any housing acquired or to be acquired under this 
section, assume or acquire subject to any existing mortgage on such housing.”’ 


TITLE VIII—SAVINGS AND LOAN ASSOCIATIONS 


Sec. 801. Section 5(c) of the Home Owners Loan Act of 1933 is amended by 
inserting before the colon at the end of the first proviso a comma and the follow- 
ing: “and additional sums not exceeding 20 percent of the assets of an associa- 
tion may be used without regard to such area restriction for the making or pur- 
chase of participating interests in first liens on one- to four-family homes, except 
that the aggregate sums invested pursuant to the two exceptions in this proviso 
shall not exceed 30 per centum of the assets of such association :”. 

Sec. 802. (a) The last sentence of section 401(b) of the National Housing 
Act is amended to read as follows: “Any account of an insurable type in any 
insured institution held in a fiduciary capacity shall be insured to the fiduciary 
or fiduciaries in an amount not to exceed $20,000 for each beneficiary, and not- 
withstanding any other provision of this Act such insurance shall be separate 
from and additional to that covering other investments by the fiduciary or fidu- 
ciaries holding such account or the beneficiary or beneficiaries of such account.” 

(b) Section 401(b) of such Act is further amended by adding at the end 
thereof the following new sentence: ‘Notwithstanding any other provision of law 
(including any law which would constitute an account community property), 
two persons who are husband and wife shall each be insured under this title 
with respect to accounts in his or her sole name in an aggregate amount not to 
exceed $20,000; and in addition to any insurance under the foregoing provisions 
of this sentence they shall be insured with respect to accounts in the sole names 
of both of them in an amount (not to exceed $40,000) such that the total of 
the insurance under this sentence with respect to accounts in his or her sole 
name and accounts in the sole name of both of them shall not exceed $60,000; 
and neither of them may be additionally insured under this title with respect 
to any account in such institution unless such insurance is authorized by this 
title otherwise than by this sentence.” 

(c) Section 405(a) of such Act is amended by striking out “$10,000” and 
inserting in lieu thereof “$20,000”. 


TITLE IX—AVOIDANCE OF FORECLOSURE 


Sec. 901. Section 204(a) of the National Housing Act is amended by inserting 
immediately before the last proviso the following: “: And provided further, 
That with respect to any mortgage covering a one-, two-, three-, or four-family 
residence insured under this Act, if the Commissioner finds, after notice of de- 
fault, that the default was due to circumstances beyond the control of the 
mortgagor and it is probable that the mortgage will be restored to good stand- 
ing within a reasonable period of time, he may, under such regulations and con- 
ditions as he may prescribe, extend the time for curing default and enter into 
an agreement with the mortgagee providing that if the mortgage is subsequently 
foreclosed, any interest accruing after the date of the agreement which is not 
paid by the mortgagor may be included in the debentures”, 
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Sec. 902. Title II of the National Housing Act is further amended by adding 
after section 230 (as added by section 116 of this Act) the following new 
section : 

“ACQUISITION OF MORTGAGES TO AVOID FORECLOSURE 

“Src. 231. Upon receiving notice of the default of any mortgage covering a 
one-, two-, three-, or four-family residence heretofore or hereafter insured under 
this title, the Commissioner, in his discretion and for the purpose of avoiding 
foreclosure of the mortgage, may acquire the loan and the security therefor 
upon issuance to the mortgagee of debentures having a total face value equal 
to the unpaid principal balance of the loan plus any accrued interest and any 
proper advances theretofore made by the mortgagee under the provisions of the 
mortgage; and after the acquisition of such mortgage by the Commissioner such 
mortgagee shall have no further rights, libilities, or obligations with respect 
thereto. The provisions of section 204 relating to the issuance of debentures 
incident to the acquisition of foreclosed properties shall apply with respect to 
debentures issued under this subsection, and the provisions of section 204 relat- 
ing to the rights, liabilities, and obligations of a mortgagee shall apply with 
respect to the Commissioner when he has acquired an insured mortgage under 
this section, in accordance with and subject to regulations (modifying such pro- 
visions to the extent necessary to render their application for such purposes 
appropriate and effective) which shall be prescribed by the Commissioner.” 


TITLE X—MISCELLANEOUS 
REACQUISITION BY FORMER OWNERS 


Sec. 1001. Title IX of the National Housing Act is amended by adding at the 
end thereof the following new section: 

“Sec. 909. Notwithstanding any other provision of law the Commissioner is 
authorized, in the disposal of properties acquired by him in insurance operations 
under the provisions of this title, to give former mortgagor-owners a preference 
and priority of opportunity to reacquire such properties: Provided, That such 
former mortgagor-owners shall be required, under such procedures as may be 
established from time to time by the Commissioner, to offer prices and terms 
reasonably commensurate with the value of such properties and not less favorable 
than prices and terms offered by other prospective purchasers.” 


SURVEYS OF PUBLIC WORKS PLANNING 


Sec. 1002. Section 702 of the Housing Act of 1954 is amended by adding at the 
end thereof the following new subsection : 

“(f) The Administrator is authorized to use during any fiscal year not to 
exceed $50,000 of the moneys in the revolving fund (established under subsection 
(e)) to conduct surveys of the status and current volume of State and local 
public works planning and surveys of estimated requirements for State and local 
public works: Provided, That the Administrator, in conducting any such survey, 
may utilize or act through any Federal department or agency with its consent.” 


DISPOSAL OF PASSYUNK WAR HOUSING PROJECTS 


Sec.1003. The use of projects PA-36011 and PA-36012 (which were conveyed 
to the Housing Authority of Philadelphia, Pennsylvania, under section 406(c) of 
the Housing Act of 1956) for the housing of military personnel and civilians 
employed in defense activities without regard to their income, and the giving of 
a preference in respect of 700 dwelling units in such projects for such military 
personnel as the Secretary of Defense or his designee prescribes, for a period of 
five years after the date of the conveyance of such projects, is hereby authorized ; 
and such use and the giving of such preferences shall not deprive such projects of 
their status as “low-rent housing” as that term is used and defined in the United 
States Housing Act of 1937 and within the meaning of that term as used in 
section 606(b) of the Act entitled “An Act to expedite the provision of housing in 
connection with national defense, and for other purposes”, approved October 14, 
1940, as amended. The Housing and Home Finance Administrator is authorized 
and directed to agree to any amendments to the instruments of conveyance which 
may be required to give effect to the purposes of this section. 
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FARM HOUSING RESEARCH 


Sec. 1004. Section 603(c) of the Housing Act of 1957 is amended to read as 
follows: 

“(¢e) The authority of the Housing and Home Finance Agency to make grants 
under subsection (b) shall expire June 30, 1962. The total amount of such 
grants shall not exceed $300,000 during each of the fiscal years ending June 30, 
1958, and June 30, 1959, and shall not exceed $100,000 during each of the fiscal 
years ending June 30, 1960, June 30, 1961, and June 30, 1962.” 


HOSPITAL CONSTRUCTION 


Sec. 1005. (a) Section 605(b) of the Housing Act of 1956 is amended by strik- 
ing out “1958” and inserting in lieu thereof “1960”. 

(b) Seetion 605(c) of the Housing Act of 1956 is amended by inserting before 
the period at the end thereof the following: ‘, and the sum of $7,500,000 for the 
purposes of this section for each of the fiscal years ending June 30, 1959, and 
June 30, i960”. 

REAL ESTATE LOANS BY NATIONAL BANKS 


Sec. 1006. Section 203 of the National Housing Act is amended by adding at the 
end thereof the following new subsection: 

“(j) Loans secured by mortgages insured under this section shall not be taken 
into acconut in determining the amonut of real estate loans which a national 
bank may make in relation to its capital and surplus or its time and savings 
deposits.” 


[H.R. 3319, 86th Cong., 1st sess.] 


A BILL To extend and amend laws relating to the provision and improvement of housing 
and the conservation and development of urban communities, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited as the 
“Housing Act of 1959”. 


TITLE I—FHA INSURANCE 


Sec. 101. Section 2(a) of the National Housing Act is amended by striking 
out “on and after July 1, 1939, and prior to September 30, 1959,”. 

Sec. 102. (a) Section 2(a) of such Act is amended by striking out the last 
sentence of the first paragraph thereof. 

(b) Section 203(a) of such Act is amended by striking out the colon and all 
that follows the colon and placing a period after the word “thereon”. 

(c) Section 203(i) of such Act is amended by striking out the comma follow- 
ing the word “highway” and everything that follows and inserting a period in 
lieu thereof. 

(d) Section 217 of such Act is repealed. 

(e) Section 701 of such Act is amended by striking out the colon at the end 
of the first proviso and everything that follows and inserting a period in lieu 
thereof. 

Sec. 103. (a) Section 8(g) of such Act is amended by striking out “and (h) 
of section 204” and inserting in lieu thereof “(h), (j) and (k) of section 204.” 

(b) Sections 213(e), 222(f) (1), 221(g) (1), 222(e) and 809(e) of such Act 
are each amended by striking out “and (j) of section 204” and inserting in lieu 
thereof “(j) and (k) of section 204”. 

Sec. 104. Section 203(b) of such Act is amerded by— 

(1) striking out “$20,000” in paragraph (2) and inserting in lieu thereof 
“$25,000” ; and 

(2) striking out the period at the end of paragraph (8) and inserting in 
lieu thereof a colon and the following: “Provided, That such 85 per centum 
limitation shall not be applicable if the mortgagor and mortgagee assume 
responsibility in a manner satisfactory to the Commissioner for the reduc- 
tion of the mortgage by an amount not less than 15 per centum of the out- 
standing principal amount thereof in the event the mortgaged property is 
not, prior to the due date of the eighteenth amortization payment of the 
mortgage, sold to a purchaser acceptable to the Commissioner who is the 
occupant of the property and who assumes and agrees to pay the mortgage 
indebtedness.” 





aut 
the 


gag 
is 
ex¢ 
pre 

« 


at 
230 
¢ 


' out 


gag 








HOUSING ACT OF 1959 25 


Sec. 105. Section 204(k) of such Act is amended to read as follows: 

“(k) Notwithstanding any other provision of this section or of section 604 
or 904 and with respect to any debentures issued in exchange for properties 
conveyed to and accepted by the Commissioner after the effective date of the 
Housing Act of 1959 in accordance with such sections, the Commissioner may: 

(1) include in debentures reasonable payments made by the mortgagee with the 
approval of the Commissioner for the purpose of protecting, operating or pre- 
serving the property, and taxes imposed upon any deed or any other instrument 
by which the property was acquired by the mortgagee and transferred or con- 
veyed to the Commissioner; (2) include in debentures as a portion of fore- 
closure costs (to the extent that foreclosure costs may be included in such 
debentures by any other provision of this Act) payments made by the mortgagee 
for the cost of acquiring the property and conveying and evidencing title to the 
property to the Commissioner ; and (3) terminate the mortgagee’s obligation to 
pay mortgage insurance premiums upon receipt of an application for debentures 
filed by the mortgagee, or in the event the contract of insurance is terminated 
pursuant to section 229.” 

Sec. 106. Section 207 of such Act is amended by— 

(1) striking out in subsection (b) “(except provisions relating to housing 
for elderly persons)” and “(except with respect to housing designed for 
elderly persons, with occupancy preference therefor, as provided in the para- 
graph following paragraph (3) of subsection (¢))’’; 

(2) striking out in subsection (c) the first unnumbered paragraph follow- 
ing paragraph (3) ; 

(3) striking out “414%4 per centum” in the first sentence of the second un- 
numbered paragraph following paragraph (3) of subsection (c) and insert- 
ing in lieu thereof “514 per centum” ; and 

(4) adding at the end thereof a new subsection (r) to read as follows: 

“(r) Notwithstanding any other provision of this Act, the Commissioner is 
authorized to include in any mortgage insured under any title of this Act, after 
the effective date of the Housing Act of 1959, a provision requiring the mort- 
gagor to pay a service charge to the Commissioner in the event such mortgage 
is assigned to and held by the Commissioner. Such service charge shall not 
exceed the amount prescribed by the Commissioner for mortgage insurance 
premiums applicable to such mortgage.” 

Sec. 107. Section 212(a) of such Act is amended by adding before the period 
at the end thereof *, and any mortgage insured under sections 221(d) (4) and 
230(¢) (4)"". 

Sec. 108. Section 213(d) of such Act is amended by— 

(1) striking out the first sentence and inserting in lieu thereof the follow- 
ing: “Any mortgage insured under this section shall provide for complete 
amortization by periodic payments within such term as the Commissioner 
may prescribe but not to exceed forty years from the beginning of amortiza- 
tion of the mortgage, and shall bear interest (exclusive of premium charges 
for insurance) at not to exceed 54% per centum per annum, on the amount 
of the principal obligation outstanding at any time, except that individual 
mortgages insured pursuant to this subsection covering the individual dwell- 
ings in the project may bear interest at such per centum per annum, not 
in excess of 6 per centum per annum on the amount of the principal obliga- 
tion outstanding at any time, as the Commissioner finds necessary to meet 
the mortgage market.” ; and 

(2) striking out the last sentence and inserting in lieu thereof the follow- 
ing: “Property covered by a mortgage executed by a corporation or trust of 
the character described in subsection (a) shall include eight or more family 
units. Property covered by a mortgage executed by a corporation or trust 
of the character described in paragraph (1) or (3) of subsection (a) of 
this section may include such commercial and community facilities as the 
Commissioner deems adequate to serve the occupants of the property.” 

Sec. 109. The first sentence of section 214 of such Act is amended by striking 
out “mortgage amounts provided in this Act,” and inserting in lieu thereof “mort- 
gage amounts (including increased mortgage amounts in geographical areas 
where cost levels require an increase) provided in this Act,”. 

Sec. 110. Section 218 of such At is repealed. 

Sec, 111. Section 220(a) (3) of such Act is amended to read as follows: 

“(3) The mortgage shall— 
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“(A) involve a principal obligation (including such initial service charges, 
appraisal, inspection, and other fees as the Commissioner shall approve) 
in an amount not in excess of— 

“(i) $25,000 in the case of a property upon which there is located 
a dwelling designed principally for a one- or two-family residence, or 
in the case of a dwelling (or dwellings) designed for more than two 
families but less than twelve families, such greater amount as the 
Commissioner may prescribe ; 

“(ii) 97 per centum of $13,500 of the Commissioner’s estimate of the 
replacement cost of the property as of the date the mortgage is accepted 
for insurance plus 85 per centum of such cost in excess of $13,500 but 
not in excess of $16,000 and 70 per centum of such cost in excess of 
$16,000 if the application for insurance is for construction of a pro- 
posed dwelling approved for insurance prior to the beginning of con- 
struction ; 

“(iii) 97 per centum of $13,500 of the Commissioner’s estimate of the 
appraised value of the property as of the date the mortgage is accepted 
for insurance plus 85 per centum of such value in excess of $13,500 but 
not in excess of $16,000 and 70 per centum of such value in excess of 
$16,000 if the application for insurance covers (1) an existing dwelling, 
the construction of which was completed more than one year preceding 
the date of the application for insurance, or (2) a dwelling which is to 
be rehabilitated with the mortgage proceeds ; 

“(iv) 90 per centum of $13,500 of the Commissioner’s estimate of 
the appraised value of the property as of the date the mortgage is 
accepted for insurance plus 85 per centum of such value in excess of 
$13,500 but not in excess of $16,000 and 70 per centum of such value 
in excess of $16,000 if the application for insurance covers (1) a 
dwelling under construction at the time the application is filed, or (2) 
an existing dwelling, the construction of which was completed within 
one year prior to the date of the application for insurance ; 

“(v) 85 per centum of any mortgage amount computed under the 
foregoing provisions of this subparagraph (A) if the mortgagor is not 
the occupant of the property: Provided, That such 85 per centum lim- 
itation shall not be applicable if the mortgagor and mortgagee assume 
responsibility in a manner satisfactory to the Commissioner for the 
reduction of the mortgage by an amount not less than 15 per centum of 
the outstanding principal amount thereof in the event the mortgaged 
property is not, prior to the due date of the eighteenth amortization 
payment of the mortgage, sold to a purchaser acceptable to the Com- 
missioner who is the occupant of the property and who assumes and 
agrees to pay the mortgage indebtedness ; 

“(B) (i) not exceed $12,500,000, or, if executed by a mortgagor coming 
within the provisions of paragraph (2)(B) of this subsection (d), not 
exceed $50,000,000 ; 

“(ii) not exceed (in the case of a property or project approved for 
mortgage insurance prior to the beginning of construction) the Commis- 
sioner’s estimate of the replacement cost of the property or project when 
the proposed improvements are completed (the replacement cost may include 
the land, the proposed physical improvements, utilities within the boundaries 
of the land, architect’s fees, taxes, interest during construction, and other 
miscellaneous charges incident to construction and approved by the Commis- 
sioner, but shall not include any allowance for builder’s or sponsor’s general 
overhead and profit) ; 

“(iii) not exceed 90 per centum of the Commissioner’s estimate of the 
value of the property or project when the proposed improvements are com- 
pleted if the proceeds of the mortgage are to be used for the repair or 
rehabilitation of a project or property ; and 

“(iv) not exceed, for such part of the property or project as may be 
attributable to dwelling use (excluding exterior land improvements as de- 
fined by the Commissioner), $2,250 per room (or $8,100 per family unit if 
the number of rooms in such property or project is less than four per family 
unit). The Commissioner may, in his discretion, increase the dollar amount 
limitation of $2,250 per room to not to exceed $2,700 per room and the 
dollar amount limitation of $8,100 per family unit to not to exceed $8,400 
per family unit, as the case may be, to compensate for the higher costs 
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incident to the construction of elevator-type structures and may, in his 
) discretion, increase any of the foregoing dollar amount limitations by not 
to exceed $1,000 per room without regard to the number of rooms being 
less than four, or four or more, in any geographical area where he finds that 
cost levels so require. 

“(vj include such nondwelling facilities as the Commissioner deems 
adequate to serve the needs of the occupants of the property and of other 
housing in the neighborhood.” 
1e Sec. 112. Section 221 of such Act is amended by— 


“d (1) inserting in the first proviso of the second sentence of subsection (a) 
e the word “reasonable” immediately preceding the word “preference” ; 
0 


(2) striking out “$10,000” in paragraph (2) of subsection (d) and insert- 
0- ing in lieu thereof “$12,000” ; 

(3) striking out paragraph (3) of subsection (d) and inserting the fol- 
lowing new paragraph (3): 


he “(3) if executed by a mortgagor which is a private nonprofit corporation, 


od association, or organization acceptable to the Commissioner, not exceed— 
ut “(i) $12,500,000; and 
of “(ii) $9,000 per family unit for such part of such property or project 
1S; as may be attributable to dwelling use except that the Commission may 
ng increase this amount to not to exceed $10,000 in any geographical area 
to where he finds that cost levels so require ; and 

“(iii) the Commissioner’s estimate of the replacement cost of the 
of property or project when the proposed improvements are completed in 
of the case of a property or project approved for mortgage insurance prior 
0 


to the beginning of construction (the replacement cost may include the 
ue land, the proposed physical improvements, utilities within the boundaries 


a of the land, architect’s fees, taxes, interest during construction, and 
2) other miscellaneous charges incident to construction and approval by 
un | the Commissioner) ; or 

“(iv) the Commissioner’s estimate of the value of the property or 
he project when the proposed improvements are completed if the proceeds 
10t of the mortgage are to be used for the repair or rehabilitation of a 
m- property or project ;”; 
me | (4) inserting the following new paragraph (4) in subsection (d) and 
the renumbering paragraph (4) to be paragraph (5): 

of “(4) if executed by a mortgagor which is not a nonprofit organization, 
red | not exceed— 
ions “(i) $12,500,000; and 
ym- “(ii) $9,000 per family unit for such part of such property or project 
ind | as may be attributable to dwelling use except that the Commissioner 

may increase this amount to not to exceed $10,000 in any geographical 

ing | area where he finds that cost levels so require ; and 
not | “(iii) the Commissioner’s estimate of the replacement cost of the 

property or project when the proposed improvements are completed in 
for the case of a property or project approved for mortgage insurance prior 
nis- to the beginning of construction (the replacement cost may include the 
hen land, the proposed physical improvements, utilities within the bound- 
ude aries of the land, architect’s fees, taxes, interest during construction, 
ries | and other miscellaneous charges incident to construction and approved 
her by the Commissioner, but shall not include any allowance for builder’s 
nis- or sponsor’s general overhead or profit) ; or 
oral “(iv) 90 per centum of the Commissioner’s estimate of the value 

(as of the date the mortgage is accepted for insurance) of the property 

the | or project when the proposed improvements are completed if the pro- 
om- | ceeds of the mortgage are to be used for the repair or rehabilitation of 
or a property or project ;” ; 

(5) striking out the period at the end of subsection (d) and inserting in 
- be lieu thereof a semicoln and the following new paragraphs (6) and (7): 
de- | “(6) in the case of mortgages meeting the requirements of paragraphs 
it if (3) or (4) of this section, cover a property or project for use as rental ac- 
nily | commodations for twelve or more families eligible for occupancy as provided 
unt | in this section ; and 
the | “(7) in the case of mortgages meeting the requirements of such para- 
400 graphs (3) or (4), be executed by a mortgagor approved by the Commis- 
osts sioner, The Commissioner may in his discretion require such mortgagor 


to be regulated or restricted as to rents, sales, charges, capital structure, 
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rate of return and methods of operation, and for such purpose the Com- 
missioner may make such contracts with and acquire, for not to exceed $100, 
such stock or interest in any such mortgagor as the Commissioner deems nec- 
essary to render effective such restriction or regulation. Such stock or in- 
terest shall be paid for out of the Section 221 Housing Insurance Fund and 
shall be redeemed by the mortgagor at par upon the termination of all obli- 
gations of the Commissioner under the insurance.” ; 

(6) inserting the following before the period at the end of subsection (f) : 
“and may include such commercial and community facilities as the Com- 
missioner deems adequate to serve the occupants” ; and 

(7) striking out “paragraph (3)” in paragraph (2) of subsection (g) and 
inserting in lieu thereof “paragraph (3) or (4).” 

Sec. 113. Section 227 of such Act is amended by— 

(1) striking out clause (iv) in subsection (a) and everything following 
clause (iv) and inserting in lieu thereof the following: “‘(iv) under section 
221 if the mortgage meets the requirements of paragraph (3) or (4) of sub- 
section (d) thereof, or (v) under section 230 ;” and 

(2) striking out in subsection (c) the last two sentences and inserting in 
lieu thereof the following: “In the case of a mortgage insured under section 
220(d)(3)(B) (ii) or section 221(d) (4) (iii), the ‘actual cost’ computed 
pursuant to the provisions of this paragraph (c) shall not include the 
allowances for general overhead items and builder’s profit set forth in clause 
(i) of this subsection.” 

Sec. 114. Title II of such Act is amended by adding the following at the end 
thereof : 
“VOLUNTARY TERMINATION OF INSURANCE 


“Sec. 229. Notwithstanding any other provision of this Act and with respect 
to any mortgage heretofore or hereafter insured under this Act, the Commis- 
sioner is authorized to terminate any mortgage insurance contract upon request 
by the mortgagor and mortgagee and upon payment of such termination charge 
as the Commissioner determines to be equitable, taking into consideration the 
necessity of protecting the various insurance funds. Upon such termination 
mortgagors and mortgagees shall be entitled to the rights, if any, to which they 
would be entitled under this Act if the insurance contract were terminated by 
payment in full of the insured mortgage.” 

Sec. 115. Title II of such Act is amended by adding the following at the end 
thereof : 

“HOUSING FOR THE ELDERLY 


“Sec. 230. (a) The purpose of this section is to assist in relieving the shortage 
of housing for elderly persons and to increase the supply of rental housing for 
elderly persons. 

“For purposes of this section— 

“(1) the term ‘housing’ means a project or property having eight or more 
new or rehabilitated living units, specially designed for the use and occu- 
pancy of elderly persons; 

“(2) the term ‘elderly person’ means any person, married or single, who 
is sixty years of age or more; 

“(3) the terms ‘mortgage,’ ‘mortgagee,’ ‘mortgagor,’ and ‘maturity date’ 
shall have the meanings set forth in section 207 of this Act. 

“(b) The Commissioner is authorized to insure any mortgage (including 
advances on mortgages during construction) in accordance with the provisions 
of this section upon such terms and conditions as he may prescribe and to make 
commitments for insurance of such mortgages prior to the date of their execu- 
tion or disbursement thereon. 

“(ce) To be eligible for insurance under this section, a mortgage to provide 
housing for elderly persons shall— 

““(1) involve a principal obligation in an amount not to exceed $12,500,000, 
or, if executed by Federal or State instrumentalities, municipal corporate 
instrumentalities of one or more States, or nonprofit development or housing 
corporations restricted by Federal or State laws or regulations of State 
banking or insurance departments as to rents, charges, capital structure, rate 
of return, and methods of operation, not to exceed $50,000,000 ; 

“(2) not exceed, for such part of such property or project as may be 
attributable to dwelling use, $8,100 per living unit : Provided, That the Com- 
missioner may, in his discretion, increase the dollar amount limitation of 
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$8,100 per unit to not to exceed $8,400 per unit to compensate for the higher 
costs incident to the construction of elevator-type structures and may 
increase each of the foregoing dollar amvuunt limitations by not to exceed 
$1,000 per room in any geographical area where he finds that cost levels so 
require ; 

“(3) if executed by a mortgagor which is a private nonprofit corpora- 
tion, association, or organization acceptable to the Commissioner, involve a 
principal obligation not in excess of 90 per centum of the amount which the 
Commissioner estimates will be the replacement cost of the property or proj- 
ect when the proposed improvements are completed (the replacement cost 
may include the land, the proposed physical improvements, utilities within 
the boundaries of the land, architect’s fees, taxes, interest during construc- 
tion, and other miscellaneous charges incident to construction and ap- 
proved by the Commissioner) ; 

“(4) if executed by a mortgagor approved by the Commissioner which 
is not a nonprofit corporation, association, or organization involve a prin- 
cipal obligation not in excess of 90 per centum of the Commissioner’s 
estimate of the value of the property or project when the proposed im- 
provements are completed (the Commissioner may in his discretion re- 
quire such mortgagor to be regulated or restricted as to rents, sales, 
charges, capital structure, rate of return, and methods of operation, and 
for such purpose the Commissioner may make such contracts with and 
acquire, for not to exceed $100, such stock or interest in any such mort- 
gagor as the Commissioner deems necessary to render effective such re- 
striction or regulation. Such stock or interest shall be paid for out of 
the Housing Insurance Fund and shall be redeemed by the mortgagor at 
par upon the termination of all obligations of the Commissioner under 
the insurance) ; 

“(5) provide for complete amortization by periodic payments within 
such term as the Commissioner shall prescribe ; 

“(6) bear interest (exclusive of premium charges for insurance) at not 
to exceed 54% per centum per annum on the amount of the principal obli- 
gation outstanding at any time; 

“(7) cover a property or project which is approved for mortgage insur- 
ance prior to the beginning of construction or rehabilitation, which is 
specially designed for the use and occupancy of elderly persons in ac- 
cordance with standards established by the Commissioner, and which may 
include such commercial and special facilities as the Commissioner deems 
adequate to serve the occupants. 

“(d) The Commissioner may consent to the release of a part or parts of 
the mortgaged property from the lien of any mortgage insured under this sec- 
tion upon such terms and conditions as he may prescribe, and shall prescribe 
such procedures as in his judgment are necessary to secure to elderly persons 
a preference or priority of opportunity to occupy such property. 

“(e) The provisions of subsections (d), (e), (f), (g), (h), (i), (5), Ck), 
(1), (m), (mn), and (p) of section 207 of this Act shall apply to mortgages 
insured under this section and all references therein to section 207 shall refer 
to this section.” 

Sec. 116. Section 512 of such Act is amended by adding the following at the 
end thereof: “For the purposes of compliance with this section the Commis- 
sioner’s notice of a proposed determination under this section shall be con- 
sidered to have been received by the interested person or firm if the notice is 
properly mailed to the last known address of such person or firm.” 

Sec. 117. Section 803 of such Act is amended by 

(1) striking out “June 30, 1959” in subsection (a) and inserting in lieu 
thereof “June 30, 1960” ; 

(2) striking out the second sentence in paragraph (3) of subsection (b) 
and inserting in lieu thereof the following: ‘The mortgage shall provide 
for complete amortization by periodic payments within such term as the 
Commissioner shall prescribe, but not to exceed thirty years from the be- 
ginning of amortization of the mortgage, and shall bear interest (exclusive 
of premium charges for insurance) at not to exceed 5% per centum per 
annum of the amount of the principal obligation outstanding at any time.” ; 

(3) adding at the end of said paragraph (8) the following: “The prop- 
erty or project may include such nondwelling facilities as the Commissioner 
deems adequate to serve the occupants.” ; and 








30 HOUSING ACT OF 1959 


(4) adding at the end of subsection (c) the following: “The Commis- 
sioner is further authorized to reduce the amount of premium below one- 
half of 1 per centum per annum with respect to any mortgage acquired 
by the Secretary of Defense or his designee if the mortgage is insured 
pursuant to the provisions of this title as in effect prior to August 11, 1955.”, 


TITLE II—FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Sec. 201. Section 302(b) of the National Housing Act is amended by striking 
out everything following “(3)” and inserting in lieu thereof “except with re- 
spect to mortgages insured under section 803 or mortgages covering property lo- 
eated in Alaska, Guam, or Hawaii, the Association may not purchase any mort- 
gage if the original principal obligation thereof for each family residence or dwell- 
ing unit covered by the mortgage exceeds or exceeded $20,000 in the case of a 
mortgage offered for purchase under section 304, or $15,000 in the case of a mort- 
gage offered for purchase under section 305.” 

Sec. 202. Section 305(b) of such Act is amended by striking out everything 
following the first sentence thereof, and inserting in lieu thereof the following: 
“Subject to the provisions of this section, the prices to be paid by the Association 
for mortgages purchased in its operations under this section shall be established 
from time to time by the Association. The Association shall impose charges or 
fees for its services under this section with the objective that all costs and ex- 
penses of its operations under this section should be within its income derived 
from such operations and that such operations should be fully self-supporting.” 

Sec. 203. (a) Sections 304(b) and 306(b) of such Act are amended by striking 
out “and bonds or other obligations of, or bonds or other obligations guaranteed 
as to principal and interest by, the United States” and inserting in lieu thereof 
“and obligations of the United States or guaranteed thereby, or obligations which 
are lawful investments for fiduciary, trust, or public funds”. 

(b) Section 310 of such Act is amended by striking out “in bonds or other 
obligations of, or in bonds or other obligations guaranteed as to principal and 
interest by, the United States” and inserting in lieu thereof “in obligations of 
the United States or guaranteed thereby, or in obligations which are lawful 
investments for fiduciary, trust, or public funds”. 

Sec. 204. (a) Section 306 of such Act is amended by adding at the end thereof 
the following subsection : 

“(e) Notwithstanding any of the provisions of this Act or of any other law, 
the Association is authorized, under the aforesaid separate accountability, to 
make commitments to purchase and to purchase, service, or sell any mortgages 
offered to it by the Housing and Home Finance Administrator or the Housing 
and Home Finance Agency, or by such Agency’s constituent units or agencies or 
the heads thereof, after such Administrator has found the acquisition thereof by 
the Association to be in the interest of the efficient management and liquidation 
of the mortgages. There shall be excluded from the total amounts set forth in 
subsection (c) hereof the amounts of any mortgages purchased by the Association 
pursuant to this subsection.” 

(b) In connection with the sale of any mortgages to the Federal National 
Mortgage Association pursuant to section 306(e) of the Federal National Mort- 
gage Association Charter Act, the Housing and Home Finance Administrator is 
authorized, and any other official, unit, or agency selling such mortgages there- 
under is directed, to transfer to the Association from time to time, from authori- 
zations, limitations, and funds available for administrative expenses of such of- 
ficial, unit, or agency in connection with the same mortgages, such amounts 
thereof as said Administrator determines to be required for administrative ex- 
penses of the Association in connection with the purchase, servicing, and sale of 
such mortgages: Provided, That no such transfer shall be made after a budget 
estimate of the Association with respect to the same mortgages has been sub- 
mitted to and finally acted upon by the Congress. 


TITLE III—URBAN RENEWAL 


Sec. 301. Section 101(b) of the Housing Act of 1949 is amended by adding 
at the end thereof a new sentence as follows: “The Administrator shall par- 
ticularly encourage the utilization of local public agencies established by the 
States to operate on a statewide basis in behalf of smaller communities within 
the State, whenever that arrangement provides an effective solution to community 
development or redevelopment problems in such communities, and is approved 
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by resolution or ordinance of the governing bodies of the affected communities.” 

Sec. 302. Section 102(a) of such Act is amended by striking out in the second 
sentence the words “as part of the gross project cost” and inserting in lieu thereof 
“for such purposes”. 

Sec. 303. (a) Section 102(c) of such Act is amended by— 

(1) inserting “feasibly, as determined by the Administrator,” after 
“obtain” ; 

(2) striking out “it may do so with the consent of” and inserting in lieu 
thereof “it shall do so under terms approved by” ; and 

(3) striking out “repayment of” and inserting in lieu thereof “repayment 
of the principal of and the interest on”. 

(b) Section 102(e) of such Act is amended to read as follows: 

“(e) The total amount of loan contracts outstanding at any one time under 
this title shall not exceed the aggregate of the estimated expenditures to be made 
by local public agencies as part of the gross project cost of the projects assisted 
by such contracts. To obtain funds for advance and loan disbursements under 
this title, the Administrator may issue and have outstanding at any one. time 
notes and obligations for purchase by the Secretary of the Treasury in an amount 
which shall not, unless authorized by the President, exceed $1,000,000,000, it 
being the intention of this section that, to the fullest extent determined to be 
feasible by the Administrator, local public agencies shall obtain loan funds from 
sources other than the Federal Government, including such funds obtained in 
accordance with subsection (c). For the purpose of establishing unpaid obliga- 
tions as of a given date against the authorization contained in the preceding 
sentence, the Administrator shall estimate the maximum amount to be required 
to be borrowed from the Treasury and outstanding at any one time with respect 
to loan commitments in effect on such date.” 

Sec. 304. (a) Section 103(a) of such Act is amended by striking out the second 
sentence and inserting in lieu thereof the following: “The aggregate of capital 
grants with respect to all the projects of a local public agency on which contracts 
for capital grants have been made under this title shall not exceed the total 
amount obtained by adding together the amounts for each such project deter- 
mined by multiplying its net project cost by the applicable percentage. Such 
percentage, which shall apply to each project receiving initial Federal recogni- 
tion during the period specified, shall be 6624 per centum for the period prior to 
July 1, 1960; 60 per centum for the period between July 1, 1960, and June 30, 
1961, inclusive ; 55 per. centum for the period between July 1, 1961, and June 30, 
1962, inclusive; and 50 per centum for any time thereafter: Provided, That the 
percentage for any project for which no planning advance or grant is received 
and retained by the local public agency and which the Administrator, at the 
request of such agency, may approve on a three-fourths capital grant basis shall 
be 75 per centum, or such lesser percentage as the Administrator determines to 
be generally consistent with the percentage of net project costs hereunder appli- 
cable at the time to projects not so approved.” 

(b) Section 104 of such Act is amended to read as follows: 

“Sec. 104. Every contract for capital grants under this title shall require local 
grants-in-aid in connection with the project involved which, together with the 
local grants-in-aid to be provided in connection with all other projects of the 
local public agency on which contracts for capital grants have theretofore been 
made, will be at least equal to the difference between the aggregate net project 
costs involved and the sum described in the second sentence of section 103(a).” 

Sec. 305. (a) The first sentence of section 103(b) of such Act is amended by 
(1) inserting after “$1,450,000,000” the following: “, which limit shall be in- 
creased by $250,000,000 on July 1 in each of the years 1959, 1960, and 1961 and by 
$2060,000,000 on July 1 in each of the years 1962, 1963, and 1964”, and (2) insert- 
ing in the proviso after “such limit” the following: “, and any such authorized 
increase therein,”’. 

(b) The last sentence of section 103(b) of such Act is amended by inserting 
the following before the period at the end thereof: “: Provided, That any 
amounts so appropriated shall also be available for repaying to the Secretary of 
the Treasury, for application to notes of the Administrator, the principal 
amounts of any funds advanced to local public agencies under this title which 
the Administrator determines to be uncollectible because of the termination of 
activities for which such advances were made, together with the interest paid or 
accrued to the Secretary (as determined by him) attributable to notes given by 
the Administrator in connection with such advances, but all such repayments 
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shall constitute a charge against the authorization to make contracts for grants 
contained in this section: Provided further, That no such determination of the 
Administrator shall be construed to prejudice the rights of the United States 
with respect to any such advance”. 

Sec. 306. (a) Such Act is amended by: 

(1) striking out in the first sentence of section 102(d) the following: “The 
Administrator may make advances of funds to local public agencies for sur- 
veys of urban areas to determine whether the undertaking of urban renewal 
projects therein may be feasible and” and inserting in lieu thereof “Prior to 
July 1, 1960, the Administrator may contract to make advances of funds to 
local public agencies” ; 

(2) inserting after “the Administrator” in the first sentence of the second 
paragraph of section 102(d) the following: “, prior to July 1, 1960,” ; 

(3) adding the following new subsection to section 103: 

“(c) The Administrator may make grants to local public agencies for the prepa- 
ration or completion of community renewal programs, which may include, with- 
out being limited to, (i) the identification of slum areas or blighted, deteriorated, 
or deteriorating areas in the community, (ii) the measurement of the nature and 
degree of blight and blighting factors within such areas, (iii) determination of 
the financial, relocation, and other resources needed and availabie to renew such 
areas, (iv) the identification of potential project areas and, where feasible, types 
of urban renewal action contemplated within such areas, and (v) scheduling or 
programing of urban renewal activities. Such programs shall conform, in the 
determination of the governing body of the locality, to the general plan of the 
locality as a whole. The Administrator may establish reasonable requirements 
respecting the scope and content of such programs. No contract for a grant 
pursuant to this subsection shall be made unless the governing body of the locality 
involved has by resolution or ordinance approved the preparation or completion 
of the community renewal program, and the submission by the local public agency 
of an application for such a grant. Notwithstanding section 110(h) or the use 
in any other provision of this title of the term ‘local public agency’ or ‘local 
public agencies’, the Administrator may make grants pursuant to this subsection 
for the preparation or completion of a community renewal program to a single 
local public body authorized to perform the planning work necessary to such 
preparation or completion. No grant made under this subsection shall exceed 
a fixed percentage of the cost (as such cost is determined or estimated by the 
Administrator) of the preparation or completion of the community renewal pro- 
gram for which such grant is made. Such fixed percentage shall be the same 
as the percentage which would apply under section 103(a) to any capital grants 
for the projects involved.” 

(b) Section 110(d) of such Act is further amended by adding at the end 
thereof the following new paragraph: 

“Notwithstanding any other provision of this subsection, in any community 
for which there exists a community renewal program meeting the requirements 
of the Administrator established pursuant to section 103(c) hereof, no subsequent 
donation or provision of a public improvement or public facility of a type falling 
within the purview of this subsection shall be deemed to be ineligible as a local 
grant-in-aid for any project in conformity with such community renewal program 
solely on the basis that the construction of such improvement or facility was 
commenced without notification to the Administrator and prior to Federal recog- 
nition of such project, if such construction was commenced not more than five 
years prior to the authorization by the Administrator of a contract for loan or 
capital grant for the project.” 

(c) Such Act is further amended— 

(1) by striking out the word “capital” in section 100, in the heading pre- 
ceding section 103, the first time it appears in the first sentence of section 
103(a), each place it appears in section 103(b), and in sections 106(a) (3), 
106(b), 106(¢) (6), and 106(¢) (8): 

(2) by striking out the words “for urban renewal projects” in section 100; 

(3) by inserting in section 101(a) after the word “title” in the first place 
where it appears therein “or for grants pursuant to subsection (c) of section 
103 hereof” ; and 

(4) by striking out of the third paragraph of section 110(c) the word 
“capital” each place it appears. 

Sec. 307. (a) Section 103 of such Act is amended by adding the following new 
subsection : 
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“(d) After June 30, 1960, the Administrator may make planning grants to 
local public agencies for surveys and plans for urban renewal projects as defined 
in this title, including, but not limited to, (i) plans for carrying out a program 
of voluntary repair and rehabilitation of buildings and improvements, (ii) plans 
for the enforcement of State and local laws, codes, and regulations relating to 
the use of land and the use and occupancy of buildings and improvements, and 
to the compulsory repair, rehabilitation, demolition, or removal of buildings and 
improvements, and (iii) appraisals, title searches, and other preliminary work 
necessary to prepare for the acquisition of land, all in connection with the 
undertaking of projects. No contract for planning grant shall be made unless the 
governing body of the locality involved has by resolution or ordinance approved 
the undertaking of the surveys and plans and the submission by the local public 
agency of an application for such a planning grant. Notwithstanding section 
110(h) or the use in any other provision of this title of the term ‘local public 
agency’ or ‘local public agencies’, the Administrator may make planning grants 
for surveys and plans for an‘urban renewal project to a single local public body 
which has the authority to undertake and carry out a substantial portion, as 
determined by the Administrator, of the surveys and plans or of the contem- 
plated project: Provided, That the application for such planning grant shows, 
to the satisfaction of the Administrator, that the filing thereof has been approved 
by the public body or bodies authorized to undertake those portions of the surveys 
and plans or of the project which the applicant is not authorized to undertake. 
No planning grant made under this subsection shall exceed a fixed percentage 
of the cost (as such cost is determined or estimated by the Administrator) of 
the surveys and plans for which such grant is made. Such fixed percentage 
shall be the same as the percentage which would apply under section 103(a) to 
any capital grants for the projects involved.” 

(b) Such Act is amended effective July 1, 1960, to— 

(1) striking out from section 101(a) “advances” and inserting in lieu 
thereof “planning grants” ; 

(2) striking out subsection (d) of section 102 and redesignating subsec- 
tions (e), (f), and (g) as subsections (d), (e), and (f), respectively ; 

(3) striking out in the last paragraph of section 110(c) “advances” and 
“outstanding advances”, and inserting in lieu thereof “planning grants”; 
and 

(4) inserting in clause (1) of section 110(e) after the word “undertak- 
ings”, the following: “(except surveys and plans financed under section 
103 (d))”. 

(c) Notwithstanding any other provision of this section or section 306, the 
Administrator is authorized to amend, at any time after July 1, 1960, any con- 
tract for advance entered into under section 102(d) of the Housing Act of 1949, 
for the purpose of providing additional advances thereunder or for any other 
purpose necessary to the completion of the survey and planning work covered by 
such contract. 

Sec. 308. Section 105(b) of such Act is amended by adding the following before 
the semicolon at the end thereof: “: And provided further, That, with respect 
to any improvements of a type which it is otherwise authorized to undertake, 
any Federal agency (as defined in section 3(b) of the Federal Property and 
Administrative Services Act of 1949, as amended, and also including the Dis- 
trict of Columbia or any agency thereof) is hereby authorized to become obli- 
gated in accordance with this subsection (b), except that clause (ii) of this 
subsection shall apply to such Federal agency only to the extent that it is author- 
ized (and funds have been made available) to make the improvements involved”. 

Sec. 309. Section 106(e) of such Act is amended by striking out all before 
the proviso and inserting in lieu thereof the following: “Not more than 12% 
per centum of the grant funds provided for in this title shall be expended for 
capital grants in any one State:”. 

Sec. 310. Section 110(b) of such Act is amended by inserting in clause (2) 
after “to indicate” the following: “, to the extent required by the Administrator 
for the making of loans and grants under this title,”’. 

Sec. 311. Section 110(c) of such Act is amended by inserting before the last 
paragraph thereof the following paragraph : 

“Notwithstanding the first sentence of the preceding paragraph, the Adminis- 
trator (i) may extend financial assistance, other than capital grants, under this 
title to local public agencies for projects in urban renewal areas (other than 
open land areas) which are not clearly predominantly residential in character 
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and which will not be predominantly residential under the urban renewal plan 
therefor, and (ii) may make, and agree to make, loans to refund temporary loans 
for such projects, as provided in this paragraph. Any such refunding loan shall 
be made when the project involved has been completed, shall provide for repay- 
ment within ten years, and shall be in an amount not exceeding the net project 
cost of such project. The aggregate amount of all such refunding loans out- 
standing at any one time shall not exceed $150,000,000. Except as otherwise pro- 
vided in this paragraph, all loans hereunder shall be subject to the provisions 
of this title applicable to temporary and definitive loans. Scetion 102 (c) is 
hereby made applicable to all loans authorized by this paragraph, and the Admin- 
istrator shall require local public agencies to obtain loan funds from sources other 
than the Federal Government unless the Administrator determines in the particu- 
lar case involved that such action is not feasible.” 

Sec. 312. Section 110 (e) of such Act is amended by striking out the first sen- 
tence and inserting in lieu thereof the following: 

“‘Gross project cost’ shall comprise (1) the amount of the expenditures by 
the local public agency with respect to any and all undertakings necessary to 
carry out the project (including the payment of carrying charges, but not beyond 
the point where the project is completed), and (2) the amount of such local 
grants-in-aid as are furnished in forms other than cash. There may be included 
as part of the gross project cost, under any contract for loan or grant heretofore 
or hereafter executed under this title, with respect to moneys of the local public 
agency which are actually expended and outstanding for undertakings (other 
than in the form of local grants-in-aid) necessary to carry out the project, in 
the absence of carrying charges on such moneys, an amount in lieu of carrying 
charges which might otherwise have been payable thereon for the period such 
moneys are expended and outstanding but not beyond the point where the project 
is completed, computed for each six-month period or portion thereof, at an 
interest rate to be determined by the Administrator after taking into considera- 
tion for each preceding six-month period the average interest rate borne by any 
obligations of local public agencies for short-term funds obtained from sources 
other than the Federal Government in the manner provided in section 102(c): 
Provided, That such amount may be computed on the net total of all such 
moneys of the local public agency remaining expended and outstanding, less 
other moneys received from the project undertaken in excess of project expendi- 
tures, in all project of the local public agency under this title, and allocated, 
as the Administrator may determine, to each of such projects. With respect toa 
project for which a contract for capital grant has been executed on a three- 
fourths basis pursuant to the proviso in the third sentence of section 103(a), 
gross project cost shall include, in lieu of the amount specified in clause (1) 
above, the amount of the expenditures by the local public agency with respect 
to the following undertakings and activities necessary to carry out such project: 

“(i) acquistion of land (but only to the extent of the consideration paid 
to the owner and not title, appraisal, negotiating, legal, or any other expendi- 
tures of the local public agency incidental to acquiring land) disposition of 
land, demolition and removal of buildings and improvements, and site prepar- 
ation and improvements, all as provided in paragraphs (1), (2), (3), (4), 
and (6) of section 110(c) ; and 

“(ii) the payment of carrying charges related to the undertakings in 
clause (i) (including amounts in lieu of carrying charges as determined 
above), exclusive of taxes and payments in lieu of taxes but not beyond the 
point where such a project is completed; but not the cost of any other 
undertakings and activities (including, but without being limited to, the 
cost of surveys and plans, legal services of any kind, and all administrative 
~ overhead expenses of the local public agency) with respect to such 
project.” 

Sec. 313. Section 110(g) of such Act is amended by— 

(1) striking out of the first sentence “is approved” and inserting in 
lieu thereof “for any project under this title is authorized” ; 

(2) inserting in the second sentence after “Any” the word “such”; and 

(3) striking out of the second sentence “contract is revised or superseded 
by such later contract” and inserting in lieu thereof “later contract is 
authorized”’. 

Sec. 314. Section 110 of such Act is amended by adding the following at the 
end thereof : 
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“(k) ‘Federal recognition’ means execution of any contract for financial assist- 
ance under this tile or concurrence by the Administrator in the commencement, 
without such assistance, of surveys and plans.” 

Seo. 315. Section 701 of the Housing Act of 1954 is amended by striking out in 
the last sentence “$10,000,000” and inserting in lieu thereof “$20,000,000”. 

Sec. 316. The next to last sentence of paragraph 7 of section 5136 of the 
Revised Statutes, as amended, is amended by striking out “prior to the maturity 
of such obligations (which obligations shall have a maturity of not more than 
eighteen months), moneys in an amount which (together with any other moneys 
irrevocably committed to the payment of interest on such obligations) will suffice 
to pay the principal of such obligations within terest to maturity thereon, which 
moneys under the terms of said agreement are required to be used for the pur- 
pose of paying the principal of and the interest on such obligations at their 
maturity” the first place it appears and inserting in lieu thereof the following: 
“prior to the maturity of the principal of and the interest on such obligations, 
moneys in an amount which (together with any other moneys irrevocably com- 
mited to the payment of interest on such obligations) will suffice to pay when 
due all installments of the principal of and the interest on such obligations, which 
moneys under the terms of said agreement are required to be used for the purpose 
of paying when due all installments of the principal of and the interest on such 
obligations”. 

TITLE IV—MISCELLANEOUS 


Sec. 401. Section 702 of the Housing Act of 1954 is amended by adding the 
following new subsection : 

“(f) The Administrator is authorized to use during any fiscal year not to 
exceed $50,000 of the moneys in the revolving fund (established under subsection 
(e)) to conduct surveys of the status and current volume of State and local 
public works planning and surveys of estimated requirements for State and 
local public works: Provided, That the Administrator, in conducting any such 
survey, may utilize or act through any Federal department or agency with its 
consent.” 

Src. 402. (a) Section 12(c) of the United States Housing Act of 1937 is amended 
by striking out the word “only” in the first sentence, and by striking out the last 
sentence. 

(b) Section 13 (e) of such Act is hereby amended by striking out “(except 
low-rent housing projects, the disposition of which is governed elsewhere in 
this Act)” in the first sentence. 

Sec. 403. Section 606 of the Act entitled “An Act to expedite the provision of 
housing in connection with national defense, and for other purposes”, approved 
October 14, 1940, as amended, is amended— 

(1) by inserting the following sentence after the first sentence of sub- 
section (b): “If any such project is consolidated under a single annual con- 
tributions contract with any low-rent project being assisted with annual 
contributions under the said Act, the payment of any annual contribution on 
account of any project so assisted shall not be deemed to be a capital grant 
or annual contribution with respect to any project conveyed hereunder.” ; 
and 

(2) by inserting the following proviso before the semicolon at the end of 
subparagraph (c) (3) : “: Provided, That the provisions of this subparagraph 
shall not be applicable to any project which is consolidated under a single 
contract with one or more low-rent projects being assisted under the United 
States Housing Act of 1937, and all income from any such project conveyed 
under this section may be commingled with funds of the project or projects 
with which it is consolidated and applied in accordance with the require- 
ments of the consolidated contract and the provisions of section 10(c) of 
the said Act”. 

Src. 404. The use of projects PA-36011 and PA-36012 (which were conveyed 
to the Housing Authority of Philadelphia, Pennsylvania, under section 406(c) 
of the Housing Act of 1956) for the housing of military personnel and civilians 
employed in defense activities without regard to their income, and the giving 
of a preference in respect of seven hundred dwelling units in such projects for 
such military personnel as the Secretary of Defense or his designee prescribes, 
for a period of six years after the date of the conveyance of such projects, is 
authorized ; and such use and the giving of such preferences shall not deprive 
such projects of their status as “low-rent housing’ as that term is used and 
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defined in the United States Housing Act of 1937 and within the meaning of 
that term as used in section 606(b) of the Act entitled “An Act to expedite the 
provision of housing in connection with national defense, and for other purposes”, 
approved October 14, 1940, as amended. The Housing and Home Finance Admin- 
istrator is authorized and directed to agree to any amendments to the instru- 
ments to the instruments of conveyance which may be required to give effect to 
the purposes of this section. 

Sec. 405. Section 610(a) of the Housing Act of 1954 is amended by striking 
out “July 31, 1959” and inserting in lieu thereof “July 31, 1961”. 


(H.R. 1300, 86th Cong., 1st sess. ] 


A BILL To amend the National Housing Act to increase the permissible loan-to-value ratio 
and maturity in the case of mortgages covering rental housing designed for elderly 
persons, and to establish a special revolving fund to be used by the Federal National 
Mortgage Association in purchasing such mortgages 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) the next to last paragraph of section 
207(c) of the National Housing Act is amended by striking out ‘90 per centum” 
and inserting in lieu thereof “98 per centum”. 

(b) The last paragraph of section 207(c) of such Act is amended by striking 
out “within such terms as the Commissioner shall prescribe’ and inserting in 
lieu thereof “within such term not exceeding fifty years as the mortgagor may 
specify or such longer term as the Commissioner may prescribe”. 

Sec. 2. Section 305 of the National Housing Act is amended by adding at the 
end thereof the following new subsection: 

“(g) Notwithstanding any other provision of this Act, the Association is 
authorized to enter into advance commitment contracts and purchase transactions 
which do not exceed $100,000,000 outstanding at any one time, if such commit- 
ments or transactions relate to mortgages which cover rental housing designed 
for elderly persons as provided for in the next to last paragraph of section 
207(c) and with respect to which the Federal Housing Commissioner shall have 
issued pursuant to such section 207 either a commitment to insure or a statement 
of eligibility.” 


[H.J. Res. 89, 86th Cong., 1st sess. ] 


JOINT RESOLUTION To provide interim authorization for home mortgage insurance, 
urban renewal, and college housing 


Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 217 of the National Housing Act is 
amended by striking out ‘“$7,000,000,000” and inserting in lieu thereof 
“$13,000,000,000". 

Sec. 2. Section 103(b) of the Housing Act of 1949 is amended by— 

(1) striking out in the first sentence all before the proviso and inserting 
in lieu thereof the following: “The Administrator, on and after July 1, 1949, 
may, with the approval of the President, contract to make capital grants 
with respect to projects assisted under this title aggregating not to exceed 
$1,450,000,000 :”, and 

(2) striking out in the proviso “, and any such authorized increase 
therein,”. 

Sec. 3. Section 401(d) of the Housing Act of 1950 is amended by striking out 
“$925,000,000” and inserting in lieu thereof ‘$1,125,000,000" and by striking out 
“$100,000,000” and inserting in lieu thereof “$125,000,000”. 


Mr. Ratns. The first witness this morning is our distinguished 
friend, Mr. Norman Mason, the new Administrator of the Housing 
and Home Finance Agency. Mr. Mason, we are very glad to have 
you, and I would like the record to show that this committee wants 
to congratulate you on your new appointment. We feel sure you will 


do a good job. 
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STATEMENT OF NORMAN P. MASON, ADMINISTRATOR, HOUSING 
AND HOME FINANCE AGENCY 


Mr. Mason. Mr. Rains and members of the committee, I want to 
thank you for these kind words and to say to the committee that I shall 
do my best to assist this committee in their work. I feel this is cer- 
tainly a responsibility of mine and I shall do my best to be helpful 
to you. 

I have a prepared statement. 

Mr. Rarns. You may proceed with your prepared statement. 

Mr. Mason. Mr. Chairman and members of the subcommittee, I 
appreciate the opportunity to appear before your subcommittee to dis- 
cuss housing legislation you are now considering. This includes House 
Joint Resolutions 36, 77, and 89, identical emergency measures intro- 
duced by Representatives Betts, Widnall, and McDonough to provide 
interim authorization for mortgage insurance, urban renewal and 
college housing; H.R. 2357, a comprehensive housing and urban de- 
velopment bill introduced by Representative Rains; H.R. 2793 relating 
to mortgage sales by the Federal National Mortgage Association, also 
introduced by Representative Rains; and H.R. 3319, a comprehensive 
housing and urban development bill introduced by Representative 
Kilburn. 

This is my first appearance before your subcommittee as Housing 
Administrator, having started my service in this role only 1 week ago. 

I have with me today the Federal Housing Commissioner, Mr. 
Julian Zimmerman; the president of the Federal National Mort- 
gage Association, Mr. Baughman; the Urban Renewal Commissioner, 
Mr. Steiner; the Community Facilities Commissioner, Mr. Hazeltine ; 
the Public Housing Commissioner, Mr. Slusser, and the Executive 
Secretary of the Voluntary Home Mortgage Credit Program, Mr. 
Graves. Each of these gentlemen will give you the views of our 
Agency on the provisions of the pending legislation which relate to 
his responsibilities. 

I will restrict my testimony to the basic philosophy behind the 
administration’s housing proposals, a discussion of the emergency leg- 
islation contained in the three joint resolutions, and proposals not 
discussed by our other witnesses. 

In our presentation, we will be as brief as possible in order to hold 
to the subeommittee’s schedule which calls for us to complete our testi- 
mony in one day. I have also furnished to your subcommittee a sec- 
tion-by-section analysis of H.R. 3319, which is the administration- 
sponsored, comprehensive bill. This may prove helpful in speeding 
your subcommittee’s work. 

In recent years we have seen the greatest sustained volume of new 
house construction in our history, as well as an unprecedented im- 
provement and modernization of existing housing. We have also seen 
a widespread surge of citizen and community efforts to improve living 
conditions and to eliminate urban decay. Nevertheless, much yet 
remains to be done to improve our housing and our urban communities. 

In developing our legislative recommendations, we have been aware 
of this fact. We also know that the living standards of the American 
people can be improved only if their earnings and savings are protected 
against inflation. Constant awareness of the need to balance both of 
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these considerations has gone into the administration’s recommenda- 
tion. 


EMERGENCY HOUSING MEASURES, HOUSE JOINT RESOLUTIONS 36, 77, AND 89 


The housing legislation pending before this subcommittee which I 
feel to be most urgently needed is contained in the three identical 
House Joint Jam oral Nos. 36, 77, and 89. These measures 
would provide immediate increases in authorizations necessary for 
Ppa, ss y major programs of the Housing and Home Finance 
Agency. Their purpose is to permit the programs to continue until 
the Congress has an opportunity to fully consider the many proposals 
contained in other pending legislation. They would increase the FHA 
insurance authorization, the urban renewal capital grant authoriza- 
tion, and the college housing loan authorization. 


FHA INSURANCE AUTHORIZATION 


The FHA general insurance authorization would be increased by 
$6 billion. Our best estimate is that this would carry the program 
through June 30, 1959. 

As your subcommittee knows, the FHA received an unexpected and 
unprecedented volume of insurance requests during the summer and 
early fall of 1958. By mid-October, the $4 billion authorization 
enacted in June 1958 was almost used up. That is, only $500 million 
was left, whereas nearly twice that much had been used in September 
alone. 

The Agency devised special procedures to conserve the remaining 
authorization and to make the best use of authorization flowing in 
from mortgage repayments and the expiration of outstanding insur- 
ance commitments. For cases where builders or real estate dealers 
did not have a home buyer ready to purchase a completed house, the 
FHA instituted a procedure of issuing agreements to insure which are 
convertible to regular mortgage insurance commitments only as au- 
thorization becomes available through turnover. Unlike the regular 
commitments, these agreements to insure do not use up authorization. 
However, the agreements are useful only if they can be converted with 
reasonable promptness into regular commitments as soon as construc- 
tion is completed or home buyers are found. 

A large volume of agreements to insure has already been issued for 
which early use of authorization must be expected by the issuance of 
regular commitments. At the same time, there is need for financing 
for the approaching building season. That is why the enactment of 
an increase in the general insurance authorization is needed now. I 
therefore strongly recommend quick approval of the requested $6 
billion increase in our general insurance authorization in order that 
industry and the public can make confident plans for the use of FHA 
insurance programs during the coming building season. 

Section 102 of H.R. 3319 would deal with precisely the same prob- 
lem, but on a permanent basis. It would do so by removing entirely 
the dollar limitations on the volume of insurance for the various FHA 
programs, exclusive of title VIII military housing. This section, 
the enactment of which I also strongly recommend, will be discussed 
in Mr. Zimmerman’s testimony. In addition, he will explain why $6 
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billion of authorization is the amount which should be provided by 
the joint resolutions. 


URBAN RENEWAL CAPITAL GRANT AUTHORIZATION 


Section 2 of the joint resolutions would increase the urban renewal 
capital grant authorization. This authorization is entirely used up 
except for amounts necessary to meet the needs of projects already 
underway. As you know, it is the capital grant authorization which 
determines the volume of projects which may be started. This section 
would immediately provide $100 million more capital grant authoriza- 
tion. It would also reestablish the authority of the President to make 
available an additional $100 million. 

The urban renewal program was left at the start of the current fiscal 
year with only $54 million in unreserved capital grant authority. In 
order to keep the program operating until the 86th Congress convened, 
it was necessary for the President to release the $100 million reserve 
authority that had been provided in the Housing Act of 1949. This 
provided a total of $154 million that was available in the current fiscal 
year. These funds have now been exhausted. 

The grant authority provided in this section would permit the pro- 
gram to be resumed and continue until the end of the fiscal year on 
the level anticipated by the President’s budget proposals, and would 
also reconstitute the reserve of capital grant authority for release by 
the President at any future time the public interest so dictates. 


COLLEGE HOUSING LOAN AUTHORIZATION 


Section 3 of the joint resolutions would increase the college housing 
loan authorization by $200 million. At the present time the only 
recommitted loan funds are those being held in reserve to cover cost 
overruns on outstanding loans. The $100 million limit on the portion 
of the loan funds which can be used for nondwelling facilities such as 
dining halls would be increased by $25 million. 

At June 30, 1958, the uncommitted balance of the present total 
authorization was $26.7 million. This sum was rapidly committed 
during the next few months. In the interim and in accord with the 
President’s statement of August 27, 1958, the Housing Agency has 
continued to accept applications and has allocated funds on a con- 
tingency basis. For the 6-month — ending on December 31, 1958, 
103 — totaling $84 million had been filed. Present trends 
of applications indicate that the authorization contained in this sec- 
tion of the joint resolutions would be committed by June 30, 1959. 


DIRECT LOANS FOR HOUSING FOR ELDERLY PERSONS 





H.R. 2357 


Title II of H.R. 2357 is a legislative proposal which I will discuss 
because it does not fall within the area of responsibility of our other 
witnesses. The title would place in the Housing Administrator a new 
$200 million direct loan program for rental housing for elderly 
persons. 

Under that program, private nonprofit corporations could receive 
loans for as high as 98 percent of the total cost of rental housing for 
elderly persons. The maximum maturity would be 50 years, and the 
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interest rate could not exceed the higher of either 234 percent or a rate 
derived by adding one-fourth of 1 percent to the average interest rate 
on all interest-bearing obligations of the United States, including 
short-term obligations. 

The administration believes that this direct Federal loan program 
would involve an unnecessary and undesirable use of Federal funds, 
It would compete with private enterprise and would have the effect 
of smothering the growing private interest in serving this field. 

Our population of elderly persons is large and rapidly increasing. 
The $200 million loan fund provided for by this title is so small in 
relation to the need that it would be only the beginning of a vast flow of 
Federal funds which would be needed for this purpose, once private 
initiative is discouraged from entering the field. 

The title contains a provision that no direct Federal loan shall be 
made unless the borrower shows that it is unable to secure the funds 
from other sources on equally favorable terms. This would be com- 
yletely ineffective as a means of avoiding unnecessary Federal lending 
Siddaee no private lender would match the 50- year term, 98 percent 
loan-to-cost ratio, and the extremely low interest rate. 

On today’s market, the title would have the effect of preventing the 
Federal Government. from charging more than about 3 percent in- 
terest. To be realistic, this is a subsidy rate. The Government re- 
cently borrowed 21 years money and paid 4.07 percent, which is more 
than 1 percent above the maximum rate which it would be permitted 
to charge under the title. 

The administration agrees that there is a real need for improving 
the rental housing programs for elderly persons. Our proposals for 
modifying the present law for this purpose will be discussed in Mr. 
Zimmerman’s testimony. 


FARM HOUSING RESEARCH—-H.R. 2357 


Section 1104 of H.R. 2357 would extend the Housing and Home 
Finance Agency’s authority to make grants to land- grant colleges for 
farm. housing research for 3 additional years, to June 30, 1962. The 
section would authorize appropriations for this purpose of $100,000 
for each of the coming 3 fiscal years. 

The Housing and Home Finance Agency does not question the gen- 
eral desirability of research directed at improving farm housing con- 
ditions. However, we do not recommend that any : additional authoriza- 
tion for this purpose be vested in the Housing Agency at this time. 
Our recommendation is based partly on budgetar y reasons. We also 
believe that the direction and scope of such research may better be 
determined after the Congress, the Department of Agriculture, and 
the Housing Agency have had an opportunity to review the results 
of the research which is now wnderway under grants previously made 
pursuant to this authority. 

I have been authorized to advise that the enactment of House Joint 
Resolutions 36, 77, or 89 and the enactment of H.R. 3319 would be 
in accord with the program of the President. 

This concludes my preared testimony. Following the testimony of 

each of our other witnesses, I will be available with him to answer 
questions, or In any way that you wish to handle this, Mr. Chairman. 
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Mr. Rarns. We will ask you a few questions now and then go along 
with the other witnesses. 

First of all, it is fair to assume that the joint resolutions were intro- 
duced in the hope of getting early action in these particular fields of 
a that is correct, is it not ¢ 

Mr. Mason. That is correct, Mr. Rains. 

Mr. Rarns. You will agree with me that we need early action in 
these and some other fields of housing ¢ 

Mr. Mason. I certainly agree that we do, particularly in these fields. 

Mr. Rarns. In the light ‘of the fact, Mr. Mason, that this subcom- 
mittee and the full Banking and Currency Committee, and the ad- 
ministration, have spent so many weeks studying last year’s housing 
bill, which as you know failed of passage by only six votes, wherein 
it was required to get a two-to-one vote, don’t you believe that it would 
be better for this committee, with the timetable set both in the Senate 
and the House, and better for housing generally, for us to proceed 
immediately to enact the general overall] housing bill, rather than 
taking the time that would be necessary to pass a couple or three 
rather weak resolutions, instead of meeting the full problem? 

Mr. Mason. Well, Mr. Rains, you know far better than I what 
kind of timetable you can get on a resolution of bills between the 
House and the Senate, and certainly if the full problem can be met 
promptly, that would be the best way to handle it. We urge the 
joint resolutions to permit the continuation of these three programs 
until the Congress acts on the full problems. And if the purpose of 
these resolutions can be accomplished with other advantages, the ad- 
ministration certainly would welcome that. 

Mr. Rats. There is a stepped-up urgency, both in the House and 
the Senate, for early consideration of the housing bill, and it is our 
intent, as I stated in my opening statement, to cooperate completely 
and fully with the leadership in an effort to get out a good bill at a 
very early date. 

I want to ask you a question or two about urban renewal. Of 
course, Mr. Mason, everybody knew the urban renewal fund was 
going to run out last year, when we didn’t get the housing bill en- 
acted, and as a matter of fact the amounts which you propose in the 
bills to which you have referred, introduced as the administration 
bills, does not even begin to touch the backlog of urban renewal ap- 
plications in the U rban Renewal Administration. 

Mr. Mason. I am going to ask Mr. Steiner to come up so we can 
get accurate information on it. 

Mr. Rains. In order to get it accurate, Mr. Steiner, suppose you 
tell the committee how much in dollar amounts of approved urban 
renewal applications are presently pending. 


STATEMENT OF RICHARD L. STEINER, COMMISSIONER, URBAN 
RENEWAL ADMINISTRATION 


Mr. Sretner. Mr. Chairman, I may have to make the answer a 
little longer than that, with your sufferance, please. About the 5th 
of September we had applications in the amount of $382 million. At 
that time we felt it necessary to introduce a limitation formula. We 
have proceeded since then under the limitation formula and have 
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approved this year about $180 million of applications to the end of 
December. 

At the same date, the end of December, there were about $73 mil- 
lion of applications within the formula that we could not satisfy, 
and about $111 million outside of the formula that could not be 
satisfied. 

Mr. Rarns. The simple truth, then, is that there is a backlog pres- 
ently pending in some state of formulation of something over $600 
million; isn’t that a general overall figure ? 

Mr. Sterner. It is hard to identify it that way, sir, because of the 
fact that when we put the formula into operation, applications were 
sent back to the localities. Under our formula system, at the end 
of December we had this $73 million that could be acted on within 
the formula if we had the funds, and $111 million in addition to 
that which were in sort of a standby or reserve status. 

Mr. Ratrns. In addition three hundred and how many million? 

Mr. Srerner. There were 382 million when we put the formula 
into effect, but some of those have been approved and some of them 
have come back into these other figures. 

Mr. Rains. What you mean is that you have in effect a rationing 
formula in handling the funds; isn’t that correct ? 

Mr. Sterner. Yes, sir. 

Mr. Mason. Mr. Rains, might I say I think there is no argument 
between us and this committee as to the fact that there is a tremen- 
dous need for this program. 

Mr. Rarns. One a question, Mr. Mason. In the light of the 
requests made in the administration’s proposal, it is clearly evident 
that the rationing formula now in use would have to continue if that 
should be the amount; isn’t it ? 

Mr. Mason. That is correct, yes. May I add we recognize the 
need. The point is whether we have the pocketbook to sustain all 
of the things in America that we would all like to have done. 

Mr. Rarns. Of course, that is always the question with the Con- 

ress, and I would assume with the administration. But we also 

ave to observe, do we not, Mr. Mason, that replacement of blighted 
areas is so desperately needed that it must be accomplished if we are 
to continue in the same position that we are in now, and I regard 
the fact that the cities are rotting out at the heart in America as 
a loss to Uncle Sam’s pocketbook, as well as one to the local cities; 
don’t you think so? 

Mr. Mason. Yes; it is true that it is a loss of money. But as you 
have pointed out, many times it is also a loss in the humanities which 
I think is more important to all of us. 

Mr. Ratns. From your studies, Mr. Mason, and Mr. Steiner, you 
will say that there is a great and urgent need for the continuation, 
at as high a level as we can of this particular program ? 

Mr. Mason. I think there is a need for the continuation of this pro- 
gram at as high a level as America can afford, yes, Mr. Rains. 

You would agree, wouldn’t you, Mr. Steiner? 

Mr. Sterner. Yes, sir. 

Mr. Ratns. Now, let me ask you a question having to do with the 
difference between these bills. Isn’t it true that as far as the effect 
on the budget is concerned for either fiscal 1959 or 1960, that it doesn’t 
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make the slightest difference whether we approve the urban renewal 
nt money in the Kilburn bill, or the Rains bill, or no bill at all? 
ea speaking of fiscal 1959 and 1960, Since, as a matter of fact, 
you are only going to spend $100 million on urban renewal in 1960, 
according to the budget message, this will be spent even if the Con- 
gress doesn’t provide any money for urban renewal; isn’t that true? 
Mr. Mason. This is true, Mr. Rains, very largely. In other words, 
what you are saying is something that we recognize, that it takes 


| time to get a urban renewal program to the point where the money 


is actually spent and many more dollars have been committed to com- 
munities now than they will spend in the current fiscal year on the 
balance of the current fiscal year or next year. Some of this might 


| conceivably get into the program next year, but I doubt it. 


Mr. Srerner. I think it is very doubtful. I think the concern of 
the administration is more in terms of general fiscal policy and the 
impact on the budget that would be anticipated in future years. 

Mr. Rarns. I hope that the people generally will understand, be- 
cause there has been a lot of information going out to the effect that 
the $500 million proposed for urban renewal in the bill which I intro- 
duced will be an immediate assault on the present budget. That is 


- not so; is it? 





Mr. Mason. That is not so, Mr. Rains, and this is one of the great 

roblems that Government has, to explain this sort of thing. It is 
just like saying an FHA insurance authorization uses up money. 
The public thinks so, but legislators know this is not true. 

Mr. Ratns. As a matter of fact, we see articles in the papers, as 
you well know, where they speak of the FHA insurance authoriza- 
tion as so many billions of dollars added up into dollars and cents, 
and you know and I know that that is not a currect assumption or a 
correct statement; is it? 

Mr. Mason. However, this is something like all of us do. We are 
buying on the time-payment plan here. We are arranging to write 
our name on a note that we are going to have to make good some time 
in the future in this authorization. 

Mr. Rarns. We are living under the assumption, however, that the 
economy is going to expand at such a rate, and if we don’t live under 
that assumption, if we are going to stay where we are now, we are 
caught already, and the essential thing is to se our economy expand so 
that we can meet those commitments; isn’t that right? Isn’t that the 
only hope we have? 

Mr. Mason. Well, this is certainly a big hope, and it is one which 
many of us private people share in undertaking time-payment obliga- 
tions. Weexpect a raise in pay. 

Mr. Rats. In private life we look to the ever-expanding future of 
new family formations, vast increases in population, all of the things 
that will make this country of ours able to retain its present pace in 
helping to develop a high standard of living, and if we don’t have the 
development of our resources, if we start shriveling up, we are cer- 
tainly caught; aren’t we? 

Mr. Mason. You are quite correct, Mr. Rains. Of course, it comes 
down to this argument, as to whether you should put it here or here, 
I think, whether you should buy a new automobile or a new television 
set. 
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Mr. Rats. Didn’t Mr. Cole estimate that 50 percent of the people 
displaced by urban renewal alone, will need public housing and that 
in the very near future we would need 75,000 units of public housing 
a year? 

Mr. Mason. Mr. Steiner, do you know ¢ 

Mr. Srerer. I think that the 50- -percent figure is approximately 
correct in terms of those who are apparently eligible on the basis of 

early surveys. The actual history to date shows that about 22 percent 
of families displaced by urban renewal have actually been rehoused 
in public housing. 

Mr. Ratns. I don’t know whether you would have these figures, 
Mr. Steiner, but I would like to know how many people up to date in 
the program have been displaced already. Do you have those figures 
available ¢ 

Mr. Sterner. I have figures through September 30, 1958, sir, of 
families relocated in the continental United States. Essentially, this 
excludes some families in Puerto Rico. The total number of families 
relocated at that time was a little over 51,000. 

Mr. Rarns. And your figures projected into that number showed 
that 22 percent 

Mr. Srerner. 22 percent of that 51-plus thousand were actually 

taken care of in public housing. 

Mr. Rarns. Now, I am certainly not going to whip a dead horse, Mr. 
Mason, but last year, I know and you know and the administration 
knows, that the Congress would gladly have given you, instead of 
$4 billion FHA insurance, $6, or $10 billion, if you had felt you needed 
it. There is no question about that. 

Mr. Mason. I am sure, since the Congress gave me what I asked for, 
they would have given me more if I had asked for it. 

Mr. Rains. At the time you said that would be sufficient in your 
judgment, which is the best anybody can do, and I am sure the figures 
that you had at that time led you to believe that would be sufficient; 
is that correct ? 

Mr. Mason. That is correct ; yes. 

Mr. Rarns. Now, I notice the figures in one of the bills is infinity 
on the proposition of insurance commitments, no cutoff date, no 
amount, just whatever amount from here on out. What is the ad- 

vantage of that? 

Mr. Mason. The advantage of this is to the building industry and 
the lending industry to know that they don’t come up against times 
such as we had last May, when we ran out of mortgage insurance 
authorization, or times like last October, when we made this new 
arrangement, this makeshift arr angement, because we again were 
running out ‘of mortgage insurance ‘authorization. 

When Congress enacted this legislation originally, they very wisely 
put a ceiling on it, because at that time the reserves, of course, were 
limited, and the responsibility of the Treasury to make good on the 
promises of FHA was a very real obligation and a very real respon- 
sibility. 

Since that time, FHA, through good fortune, through good busi- 
ness in America, has built up substantial reserves so that now it would 
be safe for the Congress to use this other approach. 
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Mr. Rains. Of course, you realize that it also has a practical angle. 
There is always the desire of the Congress of the United States to 
keep a close look into any type of program which it authorizes. 
Wouldn’t you think that the better approach might be to put a cutoff 
date on it, but say the sky is the limit up to that, but remembering 
that we always have to present back to the Congress and to the com- 
mittees some information or some idea as to what is going on in the 
program year by year? 

Mr. Mason. Mr. Rains, the advantage of having cutoff dates to the 
Congress is that automatically these things come up for review. 

Mr. Rains. That is right. 

Mr. Mason. And if we don’t have cutoff dates, then I wouldn’t 
say that we would overlook it at any time, but it is less obvious to the 
committees. 

Mr. Rains. That is right. 

Mr. Mason. However, it seems to us there are plenty of controls 
over this program on the part of the Congress which might be ample 
without having this one, which at times is disturbing to the people 
who use the program. 

Mr. Rains. Mr. Mason, I saw a little squib in the newspaper con- 
cerning the housing situation down in Louisville. I only point this 
out in order to bring up a certain point. 

Mr. Mason. Certainly. 

Mr. Rains. It was said there that: the Federal Housing Adminis- 
tration announced that it intends to ration out its remaining 300 com- 
mitments for no downpayment houses under section 221, and the con- 
tention is made that it doesn’t provide houses for displaced families. 
Is that true? I am talking about the program this is to be used for. 

Mr. Mason. 221 isa program for displaced families. I don’t under- 
stand a news article that would say no displaced families were to be 
taken in 221. 

Mr. Rains. Well, don’t they hold them only for a certain length of 
time and then the commitments can go to anyone, whether it is a dis- 
placed family or not ? 

Mr. Mason. That is correct. This is done so this housing won’t just 
stand there unoccupied, and on the theory that—— 

Mr. Rains. That is after it is built ? 

Mr. Mason. Yes; it is on that basis, and we attempt, when we give 
out these commitments, to see that they don’t get this built a long 
time in advance, but we feel also that if this housing is built and is 
available while displaced people may not move into it, it increases the 
inventory and therefore does make housing available for the people. 

Mr. Rarns. I was a little dismayed to see this article because it said 
that less than 3 percent of the 1,065 houses sold under 221 at this par- 
ticular place in Fouisville had gone to families who had to move be- 
cause of Government projects. That was in the Louisville Courier- 
Journal. It struck me that we were failing there, that we weren’t 
meeting the need. 

Mr. Mason. This is a distressing statement. Of course, the real- 
estate editor of this paper is one of the prominent real-estate editors 
of this country. He is the president of the Real Estate Editors Asso- 
ciation, so I think that he is an intelligent writer and an informe? 
writer. 
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Mr. Rats. It is not a critical article, but I was disturbed because it 
seemed that the 221’s were not doing what the Congress intended and 
what you intended for them to do. 

Mr. Mason. We have tried in FHA to see that they did exactly this. 
In fact, we have been criticized many times for trying to get our pro- 
gram too closely tied into the program of the needs, on the theory that 


we were being too bureaucratic and too demanding, that we don’t build | 


beyond the exact number of families displaced, and so on. 

So I should think that this is something that we should examine and 
write to this committee and give you the information as to what has 
been done in that area. 

Mr. Rarns. All right. In the Président’s budget message there was 
a very intriguing little matter with reference to the Federal National 
Mortgage Association, the idea of swapping Federal National mort- 
gages for Government bonds. I am quite sure that idea did not origi- 
nate with the housing agency ; did it ? 

Mr. Mason. Well, Mr. Rains, I am not in a position to say that 
because, of course, I have been there such a short period of time. I 
will say that the Federal National Mortgage Association has, as you 
know, three functions. One is a liquidating function for mortgages 
that have been taken in under past programs. One is the new support 
program for —. assistance programs, and the other is the regular 
secondary market function. This has to do with the sale or the liqui- 
dation of certain mortgages in the liquidating section of FNMA, and 
is, we think, in line with the idea of the Congress of getting that part 
of the thing cleaned up as rapidly as we can. 


Mr. Rarns. That is not what I am talking about. I am saying that | 


the scheme in the budget message—and I say it is a scheme—is in- 
tended only to swap some figures and to balance the budget, because— 


I am going to ask Mr. Baughman this question, because you are not 


really about to swap any of your good mortgages at 88; are you? 


STATEMENT OF J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL 
NATIONAL MORTGAGE ASSOCIATION 


Mr. Baucuman. The discussion that preceded the thought of the 
exchange of mortgages for bonds was to the effect that these bonds 
should be exchanged for mortgages on a par-for-par basis. 

In other words, no market value was to be considered in them. 
That was the discussion. Nothing has been worked out as to a definite 
program. Now, if we are able to do that on a par-for-par basis, 
there wouldn’t be any big Joss to the Association or to the Government. 

Mr. Ratns. Well, let’s say you swap mortgages for bonds. The 
bonds carry about 27% or maybe 3 percent interest, and the mortgages 
bring to the Government 4 or 414 percent ; isn’t that correct ? 

Mr. BaveuMan. Mostly 4 percent in the old portfolio. 

Mr. Rains. And all of the mortgages, of course, are gold commit- 
ments, worth as much to the United States as we have in them. Don’t 
you think that these mortgages are good investments ? 

Mr. Baveuman. I think the mortgages will pay out eventually; 

es, sir. 
. Mr. Rarns. I am frank to say that that is a very disturbing thing 
to a lot of us on Capitol Hill, and not only in this committee, but in 
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the Appropriations Committee. We would like very much to see that 
thing left alone, because we don’t want to swap mortgages for bonds 
and we don’t believe that it adds up to anything except a bookkeeping 
scheme whereby you could make it appear that something was not 
what it really is. 

I hope you will give me about a page memorandum in which you 
aang that swap thoroughly and wieiveit the Government would 

nefit. 

And also include in it any tax angle that might accrue to the person 
who swaps bonds for mortgages. I believe there is a tax angle in it 
for the one who gets mortgages for bonds. 

Mr. BauecuMan. We will be very glad to. 

(The information requested is as follows :) 


GOVERN MENT-OWNED MORTGAGES EXCHANGED FOR GOVERNMENT Bonps 


As was stated by the President in his recent budget message to the Congress 
(p. M53), “For the fiscal year 1960, the [Federal National Mortgage] Associa- 
tion will endeavor to cover its expenditures for mortgage purchases by receipts 
from mortgage sales and other sources. To make this possible without diverting 
the flow of new funds from the mortgage market, an estimated $335 million in 
Government-owned mortgages [held in FNMA’s management and liquidating 
functions portfolio] will be offered to investors in exchange for certain Govern- 
ment bonds which then will be retired.” 

The foregoing proposal for exchange of mortgages for bonds, also referred to 
on page 303 of the budget for the fiscal year 1960, was based on preliminary 
discussions held among representatives of the Bureau of the Budget, the 
Treasury Department, and FNMA. The discussions were necessarily predicated 
on assumptions that the governing market conditions for the mortgages and the 
bonds, on and after July 1, 1959 (fiscal year 1960), would not have changed 
materially. 

The tentative plan, under which speculation and opportunism would be 
avoided, was for FNMA to offer to exchange, on an even basis, some of its 
4-percent mortgages held in the management and liquidating functions portfolio 
for nontransferable 2%4-percent Government bonds of 1975-80. Upon receipt 
of the bonds for cancellation, the Treasury Department would make a cor- 
responding reduction in FNMA’s debt to the Treasury, under the management 
and liquidating functions. 

By reason of the nontransferability of the 2%4,-percent bonds they can have 
no market price as such, but they are currently convertible into 114-percent 
Treasury notes of October 1, 1963, for which, of course, related market prices 
are quoted. It was believed that the market values of the mortgages would 
not exceed the market prices of the bonds and that, therefore, an even exchange 
basis might be feasible. The Government would presumably benefit in that it is 
the purpose of the proposal, as stated by the President, to cover expenditures 
required by new mortgage purchases and thereby to avoid increasing the public 
debt. 

Since the mortgages under discussion are a part of the management and 
liquidating functions portfolio, being managed and liquidated for the account 
of the Government, the exchange for Government bonds would have no Federal 
income tax impact on FNMA. As to holders of the 2%4-percent nontransferable 
bonds that exchange their bonds for mortgages, it appears that the transaction 
would be taxable under the Internal Revenue Code, i.e., the capital assets which 
are involved in the exchange are not of like kind. It is reasonable to believe 
that original-issue holders of the bonds that are subject to the capital-gains tax 
would suffer a loss and so be able properly to claim a long-term capital loss, 
based on market values at the time of the exchange. It is also reasonable to 
believe, however, that there would be future offsetting capital gains with respect 
to the mortgages, assuming the mortgage debts are paid in full through amorti- 
zation or otherwise. 


Mr. Ratns. What is the reason, Mr. Mason, for favoring the elimi- 


nation of State universities and land-grant colleges from the college 
housing program ? 
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Mr. Mason. I don’t know that I understand the question, Mr. 
Chairman. 

Mr. Rains. Well, I understand in the budget message a statement 
has been made to favor the elimination of State universities and land- 
grant colleges from the college housing program. Is that right, Mr. 
Hazeltine? 

Mr. Mason. Perhaps Mr. Hazeltine can answer this for me. 


STATEMENT OF JOHN C. HAZELTINE, COMMISSIONER, COMMUNITY 
FACILITIES ADMINISTRATION 


Mr. Hazeutine. The proposal in the legislation as proposed by the 
Government is to permit the guarantee of loans to institutions who 
issue taxable securities, but not to those which issue nontaxable secu- 
rities, because it is felt that there is already an advantage given to 
them by the tax-exempt feature. 

Mr. Rains. The thing that troubles me, Mr. Hazeltine, is that the 
land-grant colleges and the State universities throughout this country 
are usually the schools where the poor boys and girls go, and I don’t 
want to see them get a worse cut than those who can go to some ivy 
league, denominational school, or any other type. I believe we have 
the cart before the horse in that respect, because I think the record 
will show that those who are least able to pay—I am not saying in 
every instance, but the bulk of them go to these land-grant and State 
colleges. 

Mr. Addonizio. 

Mr. Apponizio. Thank you, Mr. Chairman. 

Mr. Mason, you asked for an increase of $6 billion in general in- 
surance authorizations ? 

Mr. Mason. Yes, we did. 

Mr. Apponiz1o. And that will take us through June 30, 1959? 

Mr. Mason. Yes, sir. 

Mr. Apponiz1o. In view of the chairman’s statement that he didn’t 
think that that would be the way this committee would want to con- 
sider it, but rather to place it in an overall housing bill, I am wonder- 
ing whether you would care to give us a figure that would carry us 
through, say until January of next year. 

Mr. Mason. We certainly would, sir. We feel that this is a right 
that this committee has. I think that I would start off by saying 
that I have to apologize to this committee for making such a rotten 
guess last May when I appeared before you. 

Mr. Apponiz1o. I would think certainly, in view of the emergency 
housing bill that. we passed, that you should have made a better esti- 
mate than you did. 

Mr. Mason. We estimate that from now, that is, taking account of 
what we have done between the middle of October, which is really 
the place we go back to, up through June, we have felt that $6 million 
would be enough and would provide a backlog. We felt from June 
30 to June 30 another $6 billion would be ample. 

You could probably, therefore, cut this $6 billion in half, or there- 
abouts, for the period through January 1960, although I believe that 
the last half of a year is a bigger user of authorization than the first 
half, so it might be well to make this $4 billion. 
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Let me consult with our staff here on that, if I may. 

Mr. Apponizio. Thank you. No further questions. 

Mr. Rats. Mr. Widnall. 

Mr. Wiwnatt. Thank you, Mr. Chairman. 

Mr. Mason, is it not true if we had stopped playing politics with 
the FHA authorization and had given an open end to the authoriza- 
tions the same as VA that we would not have a problem. 

Mr. Mason. We would not have to make estimates, Mr. Widnall, 
that is correct, and it would be helpful to the industry. 

We run this program for two purposes, I am sure. One is to help 
the industry and the primary one is to help the public. When we 
help the industry to build houses, we help the public to buy them at 
a reasonable figure. The industry plans ahead on what they are 

oing to do, and they like to have the assurance that the program will 
“ going on an even tenure and that they will not suddenly come up 
against the fact that they have housing planned and they can’t get 
the necessary insurance authorization, they cant’ get the necessary 
insurance commitment, to serve their customers. 

Mr. Wipnatt. We are actually faced with a critical need now in 
three major programs, urban renewal, college housing, and FHA, be- 
cause we didn’t pass any additional housing legislation outside of the 
emergency housing legislation last year; isn’t that correct? 

Mr. Mason. That is correct, the urban renewal program and col- 
lege housing programs are practically on a standby fae as far as ac- 
cepting any Soles is concerned. The FHA is not, but this plan 
that we are currently working under will eventually and in the not 
too distant future certainly catch up with us. 

The agreements that we have made will begin to snowball into re- 
quests for commitments. 

Mr. Wiwnatt. With respect to the urban renewal program, what is 
the backlog on that now, by way of actually processed applications 
that would require funds ? 

Mr. Mason. Mr. Steiner. 

Mr. Srerner. Well, within the formula there are about $73 million 
of applications which are apparently eligible. They have not been 
processed. They have not been processed to the point where they 
could be approved if the authorization were available. 

Mr. Apponiz1o. Would the gentleman yield, please ? 

Mr. Wipnatn. Yes. 

Mr. Apponiz1o. You keep talking about this formula. What is 
this formula you are talking about ? 

Mr. Srerner. Well, let me explain that. Let’s go back to the 5th 
of September. On that date we had 382 applications on the waiting 
list. Based on last fiscal year’s experience when we did not have any 
control or limitation system, we anticipated or at least—let me put it 
this way: Last year our applications, less withdrawals and rejections, 
was about $40 million a month. So at the beginning of September 
we had $382 million of unsatisfied applications, and on the basis of 
the previous year’s experience, without any changes in the law, we 
might have anticipated another $400 million for the remaining 10 
months of this year, which would make a total in the neighborhood 
of $750 million of indicated demand through the end of the current 
fiscal year. 
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Against that we had a recommended program of the President in 
the budget message last year of $250 million, actually $154 million 
available from unused authority of various sorts, and no new program 
level, of course, established by statute as a result of the failure of the 
passage of the housing bill last summer. So we were faced with a 
situation, that kind of a situation in which the indicated demand 
through the end of this year would be approximately three times the 
level in the President’s budget. In that situation we felt we had to 
go to some kind of a limitation or distribution or control system. 
We instituted what we called a limitation formula, which essentially 
is based on population. It is a per capita kind of thing. It is a 
little bit complicated, but essentially it is a per capita kind of formula, 
and from that date forward we proceeded to act upon applications 
on the basis of this limitation formula, and we have approved so far 
this year, to the end of December, about $180 million. 

That figure is larger than the available authority of $154 million, 
due to some recaptures of terminating old projects and transfer of a 
rather large amount from one project to another here in the District, 
more of a bookkeeping proposition. 

Mr. Mason. Mr. Chairman, might I add that we would be very W 
happy to give Mr. Addonizio and the committee, or put it in the tl 
record, an exact explanation of the formula, which I think is cer- wv 
tainly due him. tl 

Mr. Ratns. I think it would be a good idea to put it into the record. 0: 

Mr. Mason. Yes. 

(The data referred to above is as follows:) g 
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EXPLANATION OF THE FORMULA ESTABLISHING A LIMITATION ON THE AMOUNT 
oF TITLE I CAPITAL GRANT AUTHORITY AVAILABLE TO ANY ONE COMMUNITY t 


1. Every locality may apply for a basic minimum of $100,000 per fiscal year 
in capital grant reservation(s). 

2. Cities with more than 1 million population may apply for amounts totaling 
up to $3 per capita in 1 fiscal year, in addition to the $100,000 minimum. 





3. For cities with less than 1 million population, the limitation for 1 year - 
is the same as described in (2), except that the $3 per capita is weighted upward | 
from $3 to $6, in inverse ratio to the actual population. Expressed as a mathe- in 
matical formula, this gives the yearly limitation as: | 

1-++1,000,000-P 
$100,000-+-$8 F 1,000,000 = 
(where “P” is the population of the city) pr 


4. Cities with less than 250,000 population, but more than 50,000, are per- 
mitted to apply for up to 2 times the formula amount in the first year. If 
they do so, however, they are precluded from applying in the second year for 
any amount obtained in the first year above the 1-year formula limit. 

5. Cities with less than 50,000 population are permitted to apply for up to 
3 times the formula amount in the first year. If they do so, however, they 
are precluded from applying in the second year for any amount obtained in the 
first year above the 1-year formula limit, and in the third year for any amount 
obtained in the first 2 years above the formula limit for 2 years. 

For the calculation of the formula amount for any one locality, the population 
figure is the population of the locality in the 1950 census, rounded off to the | 
nearest 1,000. The locality is the city, borough, town, or other type of political | 
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subdivision having overall primary governmental jurisdiction over the area in- 
cluded in an urban renewal project. 

Mr. Wipnau. Mr. Mason, with respect to the housing for the elderly 

rogram which is currently being operated through the Housing and 
ome Finance Agency, what change has taken place since last year 
by way of applications? 

Mr. Mason. Now, Mr. Widnall, this program is one of the exploding 
programs in the Federal Housing Administration. Where a year 
ago we had very few projects, now we have many. This is really 
an active program going ahead. I haven’t before me the exact figures, 
but they are substantial, and not only this, but the number of cases 
that we are currently working on is tremendous. We find that the 
nonprofit groups in this country, the church groups, the labor unions, 
this kind of people have a feeling of civic responsibility. They wel- 
come the ability to finance which their reputations and the guarantee 
of the Government gives to them, but they do not feel, as we talk to 
them, the need of having a grant program which gives them anything 
beyond this. 

n other words, these organizations are not just taking care of the 
well-to-do elderly, they are willing to assume responsibilities, many of 
them are willing to assume responsibilities for taking care of people 
who have to be helped, and have always felt that this was a part of 
their responsibility as organizations. This doesnot apply to everyone, 
of course. 

Mr. Wipnatu. Last year I think the testimony was that five pro- 
grams had actually started. Today there is a substantial number, 
and I hope you will put those figures into the record as of this date. 

Mr. Mason. I would be very happy to put in the report which gives 
this information, with the chairman’s permission. 

Mr. Ratns. Also the location of where they are. 

Mr. Mason. Yes, Mr. Rains. 

(The information requested above is as follows:) 


1 Adjustments have been made for Puerto Rico and the Virgin Islands to reflect the 
integrated urban renewal programs in the respective islands, 


Note.—The amount determined by the formula does not represent any right or entitle- 
ment to such amount. Each request for the use of new capital grant authority must be 
justified in terms of all existing policies and procedures and must fall within existing 
statutory limitations, as well as the ceiling established under the formula. WExisting 
statutory limitations include the restriction that not more than 12% percent of the funds 
provided by title I shall be expended in any one State. 
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Mr. Wipnatt. And as I understand what you have said, there hasn’t 
been any real demand for a change in the program, because as people 
realize what it contains, they are accepting it as it is and they are will- 
ing to make the participation that is required ? 

Mr. Mason. Mr. Widnall, of course, there are all kinds of people in 
America, and I am sure there are some people who would like to have 
the Government extend them direct loans, or something of that kind, 
but we find that the bulk of these organizations would prefer to do it 
in the way that it is done because of their background. Labor unions 
would rather not have direct Government loans. They, I believe— 
and I shouldn’t speak for them excepting as we talk with them infor- 
mally—they would rather have the Government guarantee of their 
loan which gives them financing in the private industry field at a 
moderate rate. 

Churches feel the same way. They feel a civic responsibility to do 
this job, and they welcome the kind of program which we now have. 

Mr. Wiwwnatt. Mr. Chairman, I would just like to apologize to the 
witnesses for being late. I unfortunately have one of those conflicts 
that take place in the Congress. There were hearings of the Joint 
Committee on the Economic Report at 10 o’clock, and I had to attend 
that committee session. 

Mr. Ratns. I made your excuses and explanation for you. 

Mr. Mason. I say to Mr. Widnall we, too, work for the Government 
and know that there is no apology necessary. 

Mr. Rarns. Mr. Barrett. 

Mr. Barrerr. No questions. 

Mr. Rains. Mr. McDonough. 

Mr. McDonoveu. Mr. Mason, I am very happy to see you here as the 
Director of the housing program. We know you as a very capable 
and efficient operator of FHA. You have done a fine job. I think 
both sides of the aisle will applaud you for the job that you have done, 
and nationwide you have been recognized as a very capable Adminis- 
trator of FHA, and I am confident from what you have done that you 
will do an equally good job as Director of the Housing Administra- 
tion. I have been reading your statement, and the thing that strikes 
me is, despite the fact that we-did not pass the omnibus housing bill 
in the last Congress, we nevertheless had a very good housing year in 
1958, as far as units built is concerned, and volume of business. It 
seems to me that it is essential to the interests of all concerned that an 
omnibus housing bill should have a very thorough going over, and 
that the emergency resolution recommended by the administration 
should be passed, and that this bill should be given a very careful 
going over before it is finally passed. But, nevertheless, we are in a 
position where the majority on this committee evidently believe that 
the whole thing should be done at one time. 

In your opinion, Mr. Mason, do you think that the coming year will 

roduce as many units as the last year did with the inhibitions that we 
had in the authorization and the temporary issuance of agree-to-insure 
loans—if we had the resolution passed do you think we would have as 
good a volume. 

Mr. Mason. Mr. McDonough, I have been only recently elevated to 
this crystal-ball-gazing job. Before, I was not required to guess in 
the same way. However, it appears to me that all of the factors which 
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point to a good business year in the coming year we have got a good 
start in this year. ; 

I listened to the people who build these houses in a meeting here 
in Washington and subsequently I listened indirectly to them in Chi- 
cago, though I did not get to their meeting there, and these people 
sounded to me as though they were going to build a lot of houses this 
year, quite in contrast with their opinions 1 year ago, in which they 
were quite pessimistic. So it appears to me, using this as a factor, 
that we would have more housing built in the coming year than in the 

ast, 
J Mr. Apponizio. Will the gentleman yield ? 

Mr. McDonovueu. All right. 

Mr. Apponizio. Isn’t it true, Mr. Mason, that we can expect a much 
tighter morey policy in this coming year and that might have an 
effect on it? 

Mr. Mason. Mr. Addonizio, the tightness or looseness of money is 
a great factor in the amount of housing built, and I heartily agree with 
you on that. The point is, however, that builders are aware of this 
problem, and for the year ahead practically all of these people have 
their commitments made for the money that they are going to use, and 
this is what they told us at least in the meeting that they had here 
in December. 

Mr. McDonoveu. Well, if Mr. Addonizio means by money tightness 
a higher rate of interest on mortgages, in the Los Angeles area, the 
southern California area, there were 75,000 housing units built last 
year, and it is estimated some 80,000 will be built next year, and I 
would estimate—I haven’t the figures—that most of them were on 
conventional loans, and the rate of interest was 6.6, and it had no in- 
hibition as far as the building of houses is concerned. 

Do you know, Mr. Mason, of the total number of housing units built 
last year, what percentage were conventional loans and which were 
FHA-insured loans ? 

Mr. Mason. Well, just a moment, and I can get the figure for you. 

Mr. McDonoven. Approximately. 

Mr. Mason. About 65 percent of the houses were conventionally 
financed, and at the present time 26 percent were FHA financed. The 
balance would be VA, not quite the balance, because there are some 
financed by other means. 

Mr. McDonoven. Do you have an estimate as to the average cost 
of houses built for individual use, the cost range, $15,000 to $17,000, 
or whatever it was? 

Mr. Mason. We would have that figure for FHA, and I would pre- 
sume that we might have it for all of the program, but I do not have 
it here in front of me. I would be very happy to supply it for the 
record. 

(Information requested above is as follows:) 


For FHA, about half are in the range from $12,000 to $17,000. 


_ Mr. McDonoveu. Well, now, you are retired as FHA Director; 
in your nationwide survey as to pending tract developments, you an- 
ticipate a lot of building even with the rate of interest they have been 
paying! 

r. Mason. Mr. McDonough, in the builders’ plans, and the appli- 
cations to FH A—the applications to FHA, as we all know, are very 
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much larger than they have ever been at any time in the past, barring 
one period around 1950. 

Mr. McDonovuenu. Those are new houses? 

Mr. Mason. That is right. 

Mr. McDonoveu. In addition to that, you have a large pending 
group of applications for renewal and rehabilitation of existing 
houses. 

Mr. Mason. The existing house loans in FHA are setting new 
records right along at the present time. They are way beyond any- 
thing we have had before. 

Mr. McDonoven. All of which reduces the obligation for urban 
renewal in many of the cities ? 

Mr. Mason. Well, it provides a means of financing houses for people, 
yes, sir. 

Mr. McDonoven. It makes the houses in the areas that heretofore 
have been unlivable, more livable, more modern, and cleans up the 
neighborhood, to a large extent. 

Mr. Mason. The FHA repair and remodeling program, and the 
refinancing of existing housing does provide opportunities along this 
line. 

Mr. McDonoven. In other words, there is some obligation on the 
part of the individual, as well as there is on the part of the Federal 
Government to clean up a blighted area ? 

Mr. Mason. This is certainly true. 

Mr. McDonoven. That is all, Mr. Chairman. 

Mr. Ratns. Mr. Ashley. 

Mr. Asuixy. Mr. Mason, judging from what you have said about 
public housing and urban renewal, I take it that, like Brutus, you have 
come here to bury Caesar, rather than to praise him ? 

Mr. Mason. I didn’t know that I had said anything about public 
housing yet, Mr. Ashley. We have reports here that do say some- 
thing about it, which we are very happy to give to the committee. 

Mr. Asuiry. But it is the position of the administration, isn’t it, 
that there will be no new public housing after June 30? 

Mr. Mason. The position of the administration is that currently we 
have something like 110,000 units which have been authorized, which 
should be gotten underway, so to speak, before the close of this fiscal 
year, and that these will be a substantial help to meet this problem. 
If we spoke about new public housing this year, you and I, I am sure, 
would agree we would not have housing next year, it would be some 
time in the future. 

Mr. Asuiry. I am talking about the authorization for public 
housing after June 30 of this year, and I am wondering whether the 
Federal Government feels that there will be any need for additional 
public housing after that date. 

Mr. Mason. The administration is looking only to the one year 
ahead, and the position of the administration is that in view of the 
other obligations of this Nation, and in view of the fact that we have 
a large number of public housing units built, and others which are 
being built, and which are being gotten ready to be built through the 
plans, preparation, and so forth, that for next year, in view of the other 
obligations of the country, that we would not plan now for any more 
public housing units for next year. 
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Mr. Asutry. Was this decision made before or after you became 
Administrator ? 

Mr. Mason. It was made before I became Administrator, of course. 

Mr. Asner. There is a certain consistency, I am sure you will 
agree, in the thinking of the administration, that if you are going 
to cut down, as certainly is indicated in your comments on urban 
renewal, you may as well cut down or cut out public housing. In 
other words, it would certainly be ridiculous to overhaul the very 
strong connection between urban renewal and public housing, They 
go hand in hand; don’t they ? 

Mr. Mason. There certainly is a connection, Mr. Ashley, between 
urban renewal and public housing, yes, sir. 

Mr. Asutey. With the highway program just getting started and 
with the many other public improvements which require displace- 
ment of families, and in many instances public housing, do you feel 
that the position of the administration is consistent or intelligent 
in proposing no additional unit after June 30 of this year ? 

fr. Mason. Well, Mr. Ashley, the position of the administration is 
something like my own, for instance. I have a house which I bought 
here in Washington to live in. It has a garage, which is somewhat 
of an unusual thing in Washington. Back home where I lived in 
Massachusetts, I was able to have an electric door closer and opener 
on my door, so when it was rainy I didn’t have to get out and open 
the door in the rain. In Washington I have to do this. I would 
like to put one of those on my door here, but I can’t afford it this 
year. Next year maybe, with my new job and the extra thousand 
dollars I get, I can afford this now, but I couldn’t under the old 
program. 

I always live in the hopes that I can do this, and I am sure the 
administration’s, approach to this is not that there is not a need to 
take care of people. The administration recognizes this, certainly. 

Mr. Asuiery. But the administration is saying, with respect to 
urban renewal, and to a certain extent with respect to public housing, 
while there is a very definite need, while they recognize that the 
hearts of our cities are being eaten away—and this is not just a figure 
of speech 

Mr. Mason. We all agree as to that. 

Mr. Asnixy. But, as a matter of fact, we can’t quite afford to do 
anything about it; isn’t that the sum and substance of it? 

Mr. Mason. Not that we can’t afford to do anything about it, but 
we can’t afford to do as much as we would like to. 

Mr. Asutey. Well, this isn’t more than a token, is it, according to 
the figures given us a moment age, when we consider the indicated 
demand of $700 million and the request of the administration for 
$100 million, or $200 million ? 

Mr. Mason. You are actually talking about $200 million, yes. 

Mr. Asuiey. I want. to ask a question with respect to this mort- 
gage-bond swap that the chairman referred to. If the lenders can 
get good seasoned mortgages from FNMA, wouldn’t this have the 
effect. of cutting down the amount of money which would be avail- 
able for new building in the spring? 

Mr. Mason. We do not think so, because if this program does work 
out, these would take a certain class of registered bonds, which is 
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currently in the hands of certain investors, and these investors are 
not people who would with this sort of thing currently be buying 
mortgages. It might increase their interest in mortgages rather 
than cut down on the amount. 

You see, this is a steered program, so to speak, because these are 
registered bondholders. There is no chance here for somebody to go 
in and buy these bonds and make a killing on them. 

Mr. Asutey. Who are the people that hold these mortgages now? 

Mr. Mason. The mortgages are now owned by the Federal National 
Mortgage Association. 

Mr. Asutey. And the bond owners would swap for the mortgages? 

Mr. Mason. Yes. 

Mr. Asuiey. And you say that these bond owners aren’t the kind 
of people that would put that money, if this transaction doesn’t come 
off, into new building. That is, in effect, what you are saying ? 

Mr. Mason. Yes; they are not the big insurance companies and 
the big savings banks who would normally be going into the mortgage 
market. We are very conscious of this part of the transaction, sir, 
because we realize the extreme importance of not reducing the amount 
of money that is available for new building. This is important. 

Mr. Asuuiey. One last question: Is it the proposal of the adminis- 
tration to change the matching formula between cities and the Federal 
Government with respect to urban renewal ? 

Mr. Mason. In the administration’s bill there is a provision in the 
urban renewal field for an authorization for 3 years of $250 million, 
and for 3 years with $200 million where the cities are contributing 
one-half instead of one-third. 

Mr. Asuiey. When would this one-half come into effect ? 

Mr, Mason. I could check with Mr. Steiner, but I believe at the end 
of 3 years. It would be fiscal 1963. 

Mr. Asner. Well, now, what is so magic about the year 1963 that 
cities would then presumably be in a position to make any use what- 
soever of urban renewal on the basis of the 50-percent matching? 
They are having, as you all know, the most difficult possible time under 
the present matching formula. I am sure that you are aware of the 
position that every mayor in the country, in a city of any size, Re- 
publican or Democrat, because of this. 

It is not because of politics, but it is because he simply wouldn’t 
have any idea where to get the money ; isn’t that true? 

Mr. Mason. Well, Mr. Ashley, again I am rather new in my contacts 
with the mayors of America, so I will not try to appear to be an 
expert, but I will say, as an American citizen, I think it is desirable 
to get greater participation by our cities, greater feeling in this than 
they have had in the past. 

Mr. Asuiry. Where are they supposed to get the money, Mr. 
Mason ? 

Mr. Mason. Well, I know that in my town back home, in Chelms- 
ford, I have a house where I used to pay taxes of around $250 and 
I now pay something over $400 on the same house. 

Mr. Asutey. In other words, you are suggesting a higher real 
estate tax to pay for the greater participation on the part of cities 
in the urban renewal program. this is very interesting, it seems to 
me, where we are talking about cities where the tax base is getting 
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lower and lower all of the time anyhow, because of the very decay 
that we are trying to correct. : 

Mr. Mason. But as we go into our programs, Mr. Ashley, we in- 
crease that base of land and facilities in the community which does 
pay. That is what urban renewal does. It takes property which 
is not paying its share of the community and puts it where it can. 

Mr. Asuiey. But which comes first, that is the point that I am 
getting at, it is a chicken-egg proposition, perhaps, but I don’t quite 
see how you can expect—of course, we are trymg to raise the tax 
base, but the cities can’t come up with 50 percent of the money with- 
out first having the tax base increased because of the improvement. 
That is the thing that has got to come first, it would certainly seem 
to me. 

Mr. Mason. Mr. Steiner is more of a city planner and everything: 
else than I am. Would you like to have me talk with him? 

Mr. Asutey. I am sorry, I didn’t get that. 

Mr. Mason. I said Mr. Steiner is the Commissioner of the Urban 
Renewal Administration. He has a long history in this phase. He 
is here beside me. 

Mr. Asuiey. Well, he will appear this afternoon. I would just 
like to get the thinking of the administration on this. 

Mr. Mason. The administration proposes this in the future so the 
people can get accustomed to it and see if there isn’t a way to bring 
this about. 

Mr. Barrerr. Will you yield? 

Mr. Asutey. I will yield. 

Mr. Barrerr. Let’s take Philadelphia, as an example, Mr. Mason. 
They give 75 percent of their tax dollar to the Federal Government. 
How are they going to match 50 percent ? 

Mr. Mason. I am not an expert on this. 

Mr. Barretr. We are not asking for experts, but we are asking for 
some humane consideration. 

Mr. Mason. I understand, Mr. Barrett. 

Mr. McDonovueu. Will the gentleman yield ? 

Mr. Asutey. I will yield. 

Mr. McDonoveu. Well, in reference to Philadelphia and 75 per- 


| cent of its tax dollar going to the Federal Government, you are 


talking about individuals and not 75 percent of the dollars raised 
by the city of Philadelphia for its purposes. 

Mr. Barrerr. Thirty-five years ago the city and State got 75 per- 
cent of the tax dollar and the Federal Government got only 25 per- 
cent. Today, it is just reversed. 

Mr. McDonoveu. The further observation we ought to consider 


| is the condition the city of Philadelphia is in, which requires urban 


renewal and was caused by the city of Philadelphia itself, and not by 
the Federal Government. 

Mr. Rains. We get off on a long line of questions there. 

Mr. McDonoveu. We are now assuming that responsibility. 

Mr. Barrer. Just let me answer that question. This situation 
was not caused by the municipal government of Philadelphia. It 
was caused by blight, old age, and deterioration. Something from 


| 4 humane standpoint had to be done, and the city of Philadelphia, 
_ under the present mayor, saw fit to do it. 


| 
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Mr. Asutry. That is all, Mr. Chairman. 

Mr. Rarns. We could get into a real long discussion on the ability 
of cities to pay, and being a States rights Democrat, I think the Fed- 
eral Government takes too much for taxes anyway, and I think I could 
prove it, but we want to get along with our other witnesses. 

We will want you to stay around, of course, Mr. Mason. 

Mr. Mason. Ivwill be here all day, Mr. Chairman. 

Mr. Rarns. Our next witness is Mr. Zimmerman. 

Mr. Zimmerman, we want to welcome you and congratulate you on 
your ew position. 

Mr. Zimmerman now takes over the position that Mr. Mason vacated 
and we are glad to have you before our committee. 

You have heard a great deal of this discussion, and if in your written 
statement you seem to be covering some of the things that we have 
already talked about, suppose you just skip that and move along to 
things that we have not discussed. 

Mr. Zimmerman. Thank you, Mr. Chairman. 

Mr. Ratns. Before we start with Mr. Zimmerman, I would like to 
welcome to the rostrum our colleague on the committee, Mr. Miller, of 
California, who is greatly interested in housing. 

We are glad to have you, Mr. Miller. 

Mr. Mituer. Thank you, Mr. Chairman. 


STATEMENT OF JULIAN H. ZIMMERMAN, COMMISSIONER, FEDERAL 
HOUSING ADMINISTRATION 


Mr. ZimmerMAN. I appreciate the chairman’s remarks and I can 
only say that I do appreciate the responsibilities that I am taking over 
in my new job. I think that 1 am very sensitive to them, and I will 
do my best, of course, to follow in Mr. Mason’s footsteps and also to 
cooperate with your committee and the Congress generally. 

It is a privilege to appear before you in my new position as Federal 
Housing Commissioner in order to testify to the best of my ability con- 
cerning the provisions of pending legislation which pertain to Federal 
Housing Administration programs. 

I think the chairman will understand when I say I am glad that 
the former FHA Commissioner and several members of the FHA are 
here with me today to assist in answering questions that may be posed. 

The administration has proposed a number of important modifica- 
tions of existing FHA insurance programs. I shall comment on them 
with references to section numbers in H.R. 3319. I shall also comment 
on various provisions of H.R. 2357 pertaining to FHA programs. 

Title I extension: Section 101 of H.R. 3319 provides an indefinite 
extension of the FHA title I program for insurance of property im- 
provement loans by removing the present terminal date of September 
30, 1959. Modifications of this program since 1954 assure that this 
program will operate on a financially sound basis with proper respon- 
sibility. The home improvement loan program is vital to the main- 
tenance and improvement of existing housing and to the progress of 
urban renewal efforts throughout our urban areas. 

In order that builders, dealers, and lenders, as well as homeowners, 
may feel confident of the continuing availability of this program, the 
practice of periodic extensions should be discontinued. The program 
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should be given the same kind of indefinite extension which the Na- 
tional Housing Act provides for mortgage insurance programs under 
title II. 

As to FHA insurance authorization, Mr. Chairman, we have a two- 
page elaboration on the remarks made by the Administrator, which I 
can either give or omit and furnish for the record. 

Mr. Rains. You may omit that. Mr. McDonough may wish to ask 
you questions about it, but we have already read that over. 

Mr. ZimmerMAN. There is a section-by-section analysis of the de- 
tailed amendments which has already been made available to the 
members of the committee. 

Now as to the section 2083 maximum mortgage amount, section 104 
increases the maximum insurable mortgage amount for one- and 
two-family properties under section 203 from $20,000 to $25,000. This 
maximum is only 56 percent above that established in 1934 for such 

roperties despite the fact that construction costs have about trebled 
in the meanwhile. The new maximum provides for maximum ratio 
loans on properties valued up to $30,000 compared with maximum 
loans on values up to $20,000 under the 1934 statute. 

About one-fifth of the new homes in metropolitan areas are priced 
too high for-the present maximum ratio FHA-insured loans. This 
recommended action would make FHA insurance available to a 
slightly larger section of the home-buying public. The bulk of FHA 
operations will naturally continue in the field of low- and medium- 
priced homes. 

H.R. 2357 provides an unnecessary increase for three-family struc- 
tures to $30,000; raises loan-to-value ratios, with corresponding de- 
creases in downpayments and increases the term from 30 to 35 years. 
I do not believe the increase in three-family mortgage amounts, in- 
creased ratio of loan to value, or increase in the maximum term are 
desirable or necessary in view of the current high building volume 
and adequacy of present statutory limits to support that volume. 

Mr. Rarns. Suppose, Mr. Zimmerman—and I say this to the com- 
mittee because we have gone over a lot of this with Mr. Mason—that 
we interrupt you as you go along to ask questions. You referred to 
one point I want to inquire about. We are under the assumption that 
there is going to be plenty of mortgage credit available next year, and 
I think it is a rather dangerous assumption. 

I listened to Mr. McDonough’s statement about the number of 
units we built last year, and I couldn’t help but remember that $2 
billion emergency housing resolution we put through last April that 
had something to do with it. I note that the figures that I read with 
reference to that—and I am not an alarmist—I think we are much 
better off than we were at this time last year. I don’t think that you 
can assume too rosy a picture, that we are going to be able to achieve 
even what we have achieved this year if we don’t do something to at 
least measure up to the Emergency Housing Act. 

On what do you base your idea, that in view of the current high 
volume and adequacy of present statutory limits, we won’t need to = 
something about three-family structures up to $30,000? Of course, 
the idea of that, I admit, is to get new houses for a new type of family 
that is now bigger than they have been in the past. Do you have a 
erystal ball, Mr. Zimmerman, or can you tell us some facts? 
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Mr. ZrimmerMaAn. I would answer the chairman’s question in this 
way, and then I think perhaps Mr. Mason would want to add to my 
answer. I would simply say that it is a fact that the present building 
volume is high, and in view of this present situation we think that 
the present statutory limits in these larger structures are adequate. 

Now, when it comes to supporting a forecast or a belief that it will 
remain high, I think perhaps I should defer to Mr. Mason on that 
point. 

Mr. Mason. Mr. Rains, on the $30,000 on the three-family house, 
this is not a matter of vital importance to the housing picture, be- 
cause the number of three-family houses that get built is small any- 
way. We felt that the current limit on the three-family house was 
adequate, but we would not argue with the committee strenuously 
on this point. We just think that it gets out of proportion if we 
move it. 

As to the necessity of changing the loan-to-value ratios which your 
bill provides for, and again, this is certainly a matter of opinion 
where there can be a diversity of opinion, but it is not my feeling, 
based on the past experience I have had, that this is a very vital factor 
to increase the amount of housing. 

Now, technically, certainly any expert who sits down with figures 
will tell you that if you make it possible for two more people to buy 
a house by getting into a field where the man has money to do it, that 
you will increase the volume of housing, and I am sure that, tech- 
nically, these people are correct, but in actuality the history of the 
housing picture has been that the volume of housing is regulated 
more by the availability of money, not the price of the money, not the 
amount of the downpayment, and it was for that reason—again, we 
do not think that this is necessarily a terribly bad thing to do. 

It is a theory of mine, let me say, based on my experience and the 
reading of the records, that the availability of money is the thing that 
really regulates and makes a big housing market possible. 

Mr. Rarns. Mr. Mason, I don’t think we have a great deal of dif- 
ference over this particular item, but the philosophy expressed here 
points up some difference, some considerable difference between the 
bill which I introduced and the bill which the administration has. 
And I want to make two points about that, if I may. 

First, we have to be concerned. and I think you should, about the 
cost of those houses. In other words, just to say as Mr. McDonough 
said, that you are paying 6.6 percent interest, and everything is won- 
derful, and you could pay 8.6 percent, that is the sort of thing that 
will price houses completely out of the ability of every American 
to pay. 

The whole idea of this is to try to cut down the monthly payment— 
that is what the purchaser lives by—to where it will fit into the in- 
come which he has so that as many people as possible will get within 
the range of even this type of house. Instead of turning thumbs 
down on it, we should recognize the fact that costs have gone up 
and if we are going to keep people as purchasers of these houses, 
we are going to have to keep the payments per month as low as we 
can to be sound. 

Don’t you think that is correct ? 
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Mr. Mason. I think that every time you reduce the cost to an in- 
dividual that you increase the number of individuals who might 
technically be able to buy a house. 

Mr. Ratrns. The potential. 

Mr. Mason. Yes, I agree with you, the potential of the market is 
unquestionably increased. I just might—well, excuse me. 

Mr. Rarns. That is all right, go ahead. If you have another state- 
ment, go ahead, we would be glad to have it. 

Mr. Mason. I was simply elaborating on that theory of mine. We 
reduced the downpayment last year, you see, in the emergency bill 
which this committee and the Senate put through so speedily, and 
we feel in the administration that with these terms that we ought to 
use them for a while before we make them more liberal. 

Mr. Ratns. Of course, one of the things that worries us, and I am 
sure it does you in FHA, is the fact that the GI loan program as it 
stands now—I don’t know what it will be in the future—but as it 
stands now, it is practically out of existence as a housing program. 
FHA has to pick up the slack if we are to carry on. Isn’t that about 
the truth? 

Mr. Mason. I am aware of what the chairman says; yes. 

Mr. Ratns. Mr. Zimmerman, you may proceed with the next part 
of your statement. 

Mr. ZimmMerMAN. II.R. 2357 also provides a major change by reduc- 
ing the FHA mortgage insurance premium minimum from 14 percent 
to 14 percent. I do not believe that 14 percent will be sufficient premi- 
um to adequately meet the need for providing actuarially sound insur- 
ance reserves and meeting expenses of the administration. 

Mr. Rarns. Let’s ask a question or two right there. I understood 
from Mr. Cole—I can’t quote him directly or accurately—in his pre- 
vious experiences before this committee, I believe he testified that the 
reserves which we now have in the FHA insurance fund would cer- 
tainly lend hope to the idea that we might effectuate some kind of cut 
in the insurance, and according to certain studies which had been made 
of the FHA, we could even withstand a depression of the size of the 
thirties. 

Now, I certainly don’t want to do anything to endanger the solvency 
of the FHA insurance fund. It will be a matter discussed thorough- 
ly by the Congress, but just to have your statement that you don’t be- 
lieve it is sufficient, I want you to give us for the record all of the in- 
formation that you have as to size, as to studies, as to comparisons, so 
that. we can have a basis upon which to make up our minds. I know 
you know the reason we would like to do it. 

It would help to reduce further that monthly payment that the 
purchaser has to make. 

In fact, if we could cut that insurance premium on a $13,000 or 
$15,000 loan by that rate it would save that man 1 monthly payment 
per year. That is important to people who buy a $13,000 or $15,000 
house. 

‘ Mr. Mason. It is doubly important to those who have $18,000 
ouses. 

Mr. McDonoven. The experience up to date, I don’t have the exact 
figures, is that the one-half of 1 percent insurance premium has pro- 
duced a fund of something like $600 million. Isn’t that approximately 
correct ? 
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Mr. Mason. Yes; slightly over that for all FHA insurance funds 
combined, Mr. McDonough. 

Mr. McDonoveu. The purpose of that is to assure the Federal Govy- 
ernment if we had any substantial number of foreclosures that this 
money would take care of it. We have had no experience in that be- 
cause during the time that the bulk of FHA insurance loans have been 
issued, we have been in a period of prosperity or at least a period of 
assurance that the foreclosures areata minimum. The individual who 

ays one-half of 1 percent premium on the loan can by reducing his 
oan before the term payment is up, recover any surplus so that a re- 
duction of the percentage would give him no more assurance that he 
was going to lose or pay more than if we collected what is due him if 
he pays out before the maturity date. 

Mr. Zimmerman. I was going to mention the same point, Mr. 
McDonough. 

Mr. McDonoveu. I was just going to say in answer to what Mr. 
Rains said, that I would like to see the downpayment reduced, but if 
this man is actually saving money for himself and if he can collect 
from the FHA before the maturity date, he hasn’t lost anything. 

Mr. Ratns. What I am talking about there, Mr. McDonough, 1s if 
he were in a position to pay it off before the maturity date, he wouldn’t 
need to borrow money in the first place. 

Mr. McDonovucu. Well, most of them do pay off before the maturity 
date. 

Mr. Raxns. That is another point I wanted to bring up. The aver- 
age life of an FHA loan has been 12 years or less? 

Mr. Mason. Less. 

Mr. McDonoven. A 20-year loan. 

_ Mr, Rarns. So you don’t have the longtime responsibility that you 
might have. 

Now, in the bill that I introduced, Mr. Zimmerman, it says if upon 
a fair study of this, you find that it is not feasible, then you don’t 
have to cut it, but I think we ought to know something about it. 

I don’t see any need in building up big funds either in FDIC, FLIC, 
or any of the others, oe an amount that is adequate to do the job, 
and we haven’t looked at this for FHA since the beginning of FHA. 

Mr. McDonovueu. We don’t know it is adequate because it has never 
occurred. 

Mr. Rats. We should find out what is adequate. 

Mr. Mason. Mr. Rains, might I add that this has been one of the 
continuing studies that FHA has done. One of the great experts in 
this field is Professor Fisher, of Columbia University, and he did a 
study on this about a year and a half ago, which your committee is 
certainly aware of and he is currently working on another study on 
this which we hoped would be released before long. 

He is not doing this for us, he is doing it for somebody else, but we 
know he is doing it because we, of course, have to supply him with 
information. 

We would be very happy to make available to this committee the 
information that you have requested on this line. 
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(The information requested above is as follows:) 
FHA CoMMENTS ON SECTION 102(D) oF H.R. 2357 


The feasibility of reducing the premium rate for mortgages insured under sec- 
tion 203(b) of the National Housing Act in order to reduce the mortgagor’s 
cost of financing the purchase of homes has been the subject of extensive study 
and review by the Federal Housing Administration. To this end of easing the 
homeowner’s financial burden, such study has resulted in the adoption of one 
proposal which was possible to effect without a statutory amendment and in the 
recommendation of another which is incorporated in the administration bill. 
On August 1, 1957, the procedure for the collection of 1 year’s mortgage insur- 
ance premiums in advance was terminated. Since that date, mortgagors pay 
only the premium currently due. This change in procedure means that, at the 
time of closing, the new mortgagor is no longer required to pay the first annual 
mortgage insurance premium. For the typical mortgagor, based on new home 
purchases financed by mortgages insured during 1957, this means a saving in the 
initial outlay of approximately $60. This new procedure operates in all home 
mortgage insurance programs. 

The other proposal to ease the financial burden of the mortgagor is provided 
for in section 114 of the administration bill. This section would permit termi- 
nation of mortgage insurance under all FHA mortgage insurance programs by 
mutual agreement between mortgagee and mortgagor without the present neces- 
sity of paying off the mortgage. Such necessity arises under the present word- 
ing of sections 204(j), 207(n), and similar provisions of the National Housing 
Act. Where required payment in full involves a refinancing transaction, a finan- 
cial burden is imposed upon the mortgagor for title search and drawing legal 
documents. This section of the bill would relieve the mortgagor of the neces- 
sity for these avoidable expenses of refinancing if the purpose is only to termi- 
nate insurance. 

With respect to the proposal in section 102(d) of H.R. 2357 to reduce the 
mortgage insurance premium charge under title II from the current rate of 
one-half of 1 percent per annum of average monthly principal balances out- 
standing to an annual rate of one-fourth of 1 percent, the Federal Housing 
Administration’s opposition is based on an analysis and projection of the op- 
erating experience of the mutual mortgage insurance fund, the oldest and largest 
of FHA’s insurance funds and the one to which section 203(b) mortgage insur- 
ance contracts are assigned. While the reduction in premium proposed under 
this section would also apply to mortgages insured under sections 207, 213, 221, 
and 222, and affect their respective insurance funds, in the interest of economy 
it may be useful to confine this presentation for opposing such a reduction in 
premium charge to a consideration of the mutual mortgage insurance fund. 
Unlike the other funds, this fund has accumulated substantial insurance reserves 
which may well be the basis for the provision in H.R. 2357. 

The premium reduction in this provision is not feasible if the intent of the 
Congress to keep this fund self-sufficient is to be effected. The premium rate 
of one-fourth of 1 percent would not be a sufficient premium to meet adequately 
the need for providing actuarially sound insurance reserves and meeting ex- 
penses of this home mortgage insurance program. The basis for this conclusion 
may be shown in terms of (1) what the financial position of the fund would 
have been if this premium rate had been adopted at the time the section 203 
home mortgage insurance program had been inaugurated, and (2) what the 
financial position of the fund would be if this premium rate were introduced 
now. 

If the premium rate of cne-quarter of 1 percent had been adopted in 1934 
and had been in effect since then, the premium income would not have been 
sufficient to cover administrative expenses, let alone past insurance losses or 
accumulate insurance reserves for future expenses and losses. For example, 
through the end of the last fiscal year, the cumulative premium income of the 
mutual mortgage insurance fund amounted to $574,080,054. Operating costs 
amounted to $841,013,640 over the same period. If the premium rate had been 
one-quarter of 1 percent, the premium income figure would be cut at least in 
half for the reason that in the early history of this fund the annual premium 
rate was first 1 percent of face amount and then one-half of 1 percent of face 
amount before the present one-half-percent rate on outstanding balances was 
adopted in 1938. At the conclusion of this statement is a detailed historical 
account of the premium rate. 
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Cutting the premium income in half gives $287,040,027 which would not be 
sufficient to cover operating costs by the amount of $53,973,613. If prepayment 
charges were included in premium income, a similar comparison would still 
show that this combined premium income would not be sufficient to cover operat- 
ing costs by the amount of $28,383,766. Additional costs to the fund which 
would not have been covered are $4,769,408 representing insurance losses and 
$17,059,846 representing interest on funds advanced by the U.S. Treasury which 
was paid to the Treasury as well as the capital amounts advanced for initial 
organization and development expenses. Moreover, the insurance reserves of 
$406,091,393 could not have been accumulated to cover future losses and expenses, 

An income item which contributed significantly to this accumulation of insur- 
ance reserves is investment income. This amounted to $75,694,381 and repre- 
sents interest on U.S. Government securities held by the fund. (These invest- 
ments on a purchase prices basis amounted to $419,029,452, and exceed the 
amount of insurance reserves by reason principally of unearned premiums. ) 
If the premium rate had been one-quarter of 1 percent, this source of income 
would have been denied to the fund for there would have been no accumulation 
of reserves to invest and consequently no investment income. 

The second basis for considering the feasibility of the one-quarter of 1 percent 
reduction in the premium is the future position of the fund if the one-quarter of 
1 percent rate were authorized. In effect, this basis suggests that the fund 
should “live off its fat”, i.e., its insurance reserves, for in a relatively short time 
current premium income would equal current expenses and losses. 

It might be well at this point to mention something of the function of the 
insurance reserves and how their adequacy is measured. The insurance re- 
serves are the accumulation of net income after administrative expenses and 
insurance losses have been met and thus represent a fund’s earned surplus. 
Their purpose is to meet future contingent losses and related expenses. 

The adequacy of the earned surplus of a fund to cover its future contingent 
losses and related expenses can be established by a valuation of such future 
losses and expenses. In the practice of life insurance organizations such valua- 
tions measure reserve liabilities not only for the purpose of establishing whether 
a fund is solvent but also for the purpose of determining how much of earned 
surplus may be available for distribution to policyholders or stockholders. With 
mortality experience well established, expected mortality—one of the major 
elements in the valuation of reserve liabilities—can be predicted reasonably 
well. Consequently, the reserve liabilities of life organizations can be deter- 
mined with a fair degree of accuracy and are the expected future liabilities. 

There is a noteworthy difference between the reserve liabilities of life organi- 
zations and those of FHA’s mortgage insurance funds. The future losses and 
expenses which the liabilities of FHA’s mortgage insurance funds measure are 
principally contingent upon a general deterioration of business conditions—a 
development which doesn’t readily lend itself to prediction. Since the incidence 
of an economic reversal cannot readily be predicted, the most conservative basis 
for reserve valuations for such future losses and expenses is to assume that 
adverse economic conditions of approximately depression magnitude might 
develop immediately. 

While the actuarial techniques make this requirement of an immediate re 
versal, even its postponement for such a period in the foreseeable future as 1 or 
2 years would have little effect on the reserve valuations. The reserve valua- 
tions are designed to measure the liabilities resulting from the development of 
such a contingency. Thus, the liabilities of FHA’s mortgage insurance funds are 
contingent liabilities. The risks which the funds underwrite are in the nature 
of a catastrophe hazard which may be characterized as economic in nature and 
cyclical in pattern. The events insured against do not occur in substantial pro- 
portions except under the contingency of a depression. In this sense, FHA’s 
reserve liabilities are not designed to measure the solvency of the funds accord- 
ing to its accepted meaning in the underwriting of conventional risks. To 
emphasize this distinction, the reserve liabilities of FHA’s mortgage insurance 
funds are described as “estimated reserve requirements.” They are thus the 
amounts of earned surplus which an insurance fund requires to cover the insur- 
ance losses and administrative expenses which a fund might incur if an economic 
reversal of approximately depression magnitude were to develop immediately. 

Another noteworthy feature of the reserve requirements is that they take into 
account the fact that when a claim under mortgage insurance is paid by an 
insurance fund, the mortgage insurance fund acquires a property and issues in 
exchange debentures of the insurance fund which are due, typically in 20 years. 
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Prior to the maturity of the debentures, the proceeds of sales are accumulated 
along with premium income on outstanding insurance. As these resources accu- 
mulate, they are used to. redeem the fund’s debentures. It is the expected future 
acquisitions and their expected future losses on sale, among other things, that 
are reflected in the reserve requirements when valued with respect to the mort- 
gage insurance contracts in force. Some of the other items which are included 
in the determination of reserve requirements are expected future premiums, 
investment income, and administrative expenses. 

Only one of the FHA’s mortgage insurance funds, the mutual mortgage insur- 
ance fund (the first of the funds to be established and the largest in terms of 
insurance in force), is authorized by statute to distribute part of its earned 
surplus to eligible mortgagors upon the termination of mortgage insurance. 
Reserve requirements for this fund are used, as in life insurance practice, to 
determine how much of surplus may thus be distributed. That part of the 
earned surplus which is available for distribution is in the statutory reserve 
called the participating reserve account. This account is authorized to receive 
allocations from the net income of the fund which are made in accordance with 
sound actuarial and accounting practice. 

The actuarial techniques for the valuation of reserve liabilities which were 
developed within the Federal Housing Administration and the underlying as- 
sumptions as to income, expenses, and losses used in their application were the 
subject of a privately sponsored study entitled, “The Mutual Mortgage Insurance 
Fund: A Study of the Adequacy of Its Reserves and Resources,” published by 
Columbia University Press in 1956. Its authors are Profs. Ernest M. Fisher 
and Chester Rapkin of the Institute for Urban Land Use and Housing Studies 
at Columbia University. The following excerpts from the preface of this book 
will indicate how the study came to be made: 

“A study of the adequacy of the reserves of the Federal Housing Administra- 
tion was suggested by the President’s Advisory Committee on Government Hous- 
ing Policies and Programs and by the Commission on Organization of the Execu- 
tive Branch of the Government. 

“The study was undertaken in the fall of 1954 by the Institute for Urban Land 
Use and Housing Studies at the suggestion of Dr. James J, O’Leary, director of 
investment research of the Life Insurance Association of America, and of its 
investment research committee. The association agreed to provide the neces- 
sary funds. Subsequently, the association was joined by the Mortgage Bankers 
Association of America, the National Association of Mutual Savings Banks, and 
the United States Savings and Loan League. 

“The Life Insurance Association of America has also made available, when- 
ever requested, the services of Mr. George H. Davis, associate actuary. Mr. 
Davis provided technical assistance throughout the study.” 

The authors’ appraisal of the Federal Housing Administration’s approach to 
the matter of insurance reserves is presented in the following excerpts: 

“The periodic calculations made by FHA in evaluating the reserve position 
of the Mutual Mortgage Insurance Fund represent an ingenious application of 
what is known as the prospective method of actuarial science (p. 56). 

“* * * FHA has chosen amounts (for reserve calculation) * * * which ap- 
pear to be reasonable and within the range of probability (p. 5). 

“On net balance, it appears that the FHA calculation (of reserve requirements) 
is based on premises that should make adequate provision for contingencies of 
major depression magnitude.” [Italic authors’, p. 153. ] 

Table 1 shows the reserve position of the mutual mortgage insurance fund 
over the past 5 years since the fund first attained a balance status. 

It is within the framework of the present valuation basis that the question 
of whether or not the fund can “live off of its fat’ may be considered. In 
order to do so, some consideration should be given to the future volume of 
business as well as the Nation’s economic environment. It will be readily seen 
from the attached table that the excess of insurance reserves over estimated 
reserve requirements dropped substantially in the last calendar year from the 
1957 year end. The explanation for this change is attributable to the sharp in- 
crease in the volume of new insurance written during the last calendar year— 
$4.2 billion in 1958 as against $2.0 billion in 1957. Other major factors affect- 
ing the amount of reserve requirements are terminations of insurance and the 
aging of the insurance contracts in force. Reserve requirements for such con- 
tracts become progressively lower the longer the insurance has remained on the 
books of the fund. A substantial increase in the amount of new insurance 
written, on the other hand, has the effect of raising significantly the reserve 
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requirements, for the reason that reserve requirements are at their highest level 
for new insurance. One of the principal purposes served by the excess of in- 
surance reserves over reserve requirements is to protect the reserve position 
of the fund from a more rapid increase in the volume of new insurance than 
that for insurance reserves. 
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TABLE 1.—Insurance reserve and estimated reserve requirements in the mutual 
mortgage insurance fund, Dec. 31, 1954-58 
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1 Preliminary. 


To determine the feasibility of a premium rate of one-quarter of 1 percent 
on the reserve position of the fund, a projection was made on the assumptions 
that the 44-percent rate would be applicable only to new business written after 
the adoption of the new rate, that the annual volume of business written over 
the next 10 years would be level and at something less than last year’s rate, and 
that administrative expenses and insurance losses would remain relatively un- 
changed. It is worth mentioning in connection with the first of these assump- 
tions that a matter of equity may be involved in introducing a premium rate 
of one-quarter of 1 percent for new business only while the old business continues 
at the 14-percent rate. 

On the basis of these assumptions, it was concluded that the 14-percent 
premium would progressively erode the present favorable reserve position until 
substantial reserve deficits materialized. Moreover, if the 44-percent rate were 
made applicable to old business in force as well as new business, the present 
favorable reserve position would be eroded further and faster because of the 
lower level of premium income from all business in force. 

The study also showed that a rising volume of insurance written in the 
future would further adversely affect the reserve position of the fund irrespec- 
tice of whether the premium rate of one-quarter of 1 percent were applicable 
to both new or old business or only new business. For the same reason, the 
only circumstance under which the 4-percent premium rate would be feasible 
would be with a declining volume of new business written in the future—a 
prospect which is hardly consistent with the intent of the Congress for FHA’s 
home mortgage insurance program. 

The first monthly mortgage insurance premium which an FHA mortgagor 
pays in connection with an insured home mortgage of, say, $10,000 bearing an 
annual interest rate of 514, percent for a term of 25 years is $4.13. The 
premium rate of % of 1 percent being based on outstanding balances, this 
amount declines each year. The mortgagor’s monthly payment to interest and 
principal to amortize the loan is $60 and this amount remains unchanged 
throughout the life of the loan. (If the premium rate were reduced from one- 
half of 1 percent to one-quarter of 1 percent, the initial monthly premium in this 
instance would be $2.06 instead of $4.13.) 

In the operation of the mutual mertgage insurance fund there is a feature 
for adjusting the mortgage insurance premium to the cost of insurance by the 
device of dividends. By this device each mortgagor pays only his fair share of 
the cost of insurance. The dividend feature thus provides the administration 
of the fund with a measure of flexibility which can be operated on an actuarially 
sound and equitable basis. If the operating experience of the fund is fav- 
orable, that is, if losses are minimal, provision can be made for a return of 
part of the mortgagor’s cost. On the other hand, should experience prove un- 
favorable, the whole or a large part of the premium could be retained by the 
fund. In either event, the cost is shared equitably among mortgagors. 
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The mutual mortgage insurance fund is the only FHA insurance fund in 
which mortgagors are authorized by statute to share in any excess premiums— 
charges in excess of expenses, insurance losses and provision for reserve 
liabilities. In this respect, for home mortgage insurance written under section 
208 the fund is operated like a mutual insurance organization. The payments 
which mortgagors receive are similar to policyholders’ dividends. A noteworthy 
difference, however, is that dividends (or participation payments as they are 
called) are terminal dividends, payable at termination of the mortgage in- 
surance contract, when the mortgage is paid off at maturity or prepaid prior to 
maturity, as distinct from annual dividends which most mutual insurance or- 
ganizations pay to their policyholders. Payments are made to the mortgagor 
of record at the date the final mortgage payment is made. 

Payments to mortgagors are made from the Participating Reserve Account, 
one of two insurance reserve accounts in the fund. This account, a statutory 
reserve, is authorized to receive allocations semiannually from the net income 
of the fund, or be charged with any net loss in a semiannual period. The 
amounts are required to be allocated in accordance with sound acturial and 
accounting practice. 

As of June 30, 1958, the account had $105,715,794 available for distribution. 
Since January 1, 1944, when participation payments were first made, a total 
of $82,655,203 has been distributed to 688,544 mortgagors. In the aggregate, 
these amounts equal 29 percent of FHA premium collections under this home 
mortgage insurance program. 

The participation payment which an individual mortgagor receives when he 
pays off his mortgage is determined on the basis of the average insurance experi- 
ence for a class of business and its respective reserve requirements. Among 
the principal characteristics identifying a class of business are the maturity, 
ie., the original term of the mortgage; and the duration, i.e., the number of 
policy years a contract has been in force at the time of termination. 

In the early durations mortgage classes do not on the average accumulate 
sufficient resources to meet insurance costs and reserve requirements. Conse- 
quently, mortgagors prepaying their mortgages within the early years after: 
endorsement do not receive participation payments. Beyond these years, the 
payments made increase with duration, that is, the longer a mortgage insurance 
contract has been in force at the time of termination, the higher the participa- 
tion payment. For many classes of business with durations of 15 years or 
more, participation payments currently are equal to the cumulative premiums 
paid by the mortgagor. ; 

Because of the statutory requirement for allocating the net income or loss 
of the fund semiannually between the General Surplus and the participating re- 
serve account, participation shares—the rate of payment per $1,000 of the 
original face amount of mortgage terminated—are established semiannually 
for paying participations to eligible mortgagors with insurance terminating in 
the subsequent 6-month period. Participation shares may in no event exceed 
the aggregate scheduled annual premiums of the mortgagor to the year of 
termination of the insurance. Table 2 shows selected participation shares for 
eligible mortgagors paying off their mortgages during the 6-month period end- 
ing December 31, 1958. These share amounts will vary from time to time, re- 
flecting changes in title transfer and insurance loss experience as well as changes 
in current reserve requirements because of fluctuations in new mortgage in- 
surance volume. 





TaBLE 2,—Selected participation shares per $1,000 of original face amount cf 
mortgage payable from the mutual mortgage insurance fund to eligible mortgagors 
with insurance contracis terminating between July 1, 1958, and Dec. 31, 1958 
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While this statement has confined itself to the implications of a premium rate 
of one-fourth of 1 percent of the mutual mortgage insurance fund, its implica- 
tions for the other funds, the housing insurance fund, the section 220 housing 
insurance fund, the section 221 housing insurance fund, and the servicemen’s 
mortgage insurance fund, are graver than for the mutual mortgage insurance 
fund. The principal reason for this is that these funds have not yet, in fact, 
attained a balance status with respect to their reserve requirements. Moreover, 
a one-fourth of 1 percent reduction in premium income could seriously affect 
their ability to meet even current expenses. 





MORTGAGE INSURANCE PREMIUM HISTORY 


The original National Housing Act, approved June 27, 1934, provided for a 
premium charge for the mutual mortgage insurance fund of not less than one- 
half percent nor more than 1 percent a year on the original face amount of 
mortgages insured under the mutual mortgage insurance fund. Section 203(c) 
of this act which authorized this insurance charge read, in part, as follows: 

“The Administrator is authorized to fix a premium charge for the insurance of 
mortgages under this section (to be determined in accordance with the risk 
involved) which in no case shall be less than one-half of 1 per centum nor more 
than 1 per centum per annum of the original face value of the mortgage, and 
which shall be payable annually in advance by the mortgagee. * * *” 

This provision remained in effect until February 3, 1938, when it was amended 
for the first and only time since the original statute was approved. 

On November 27, 1934, the Federal Housing Administration issued its first 
rules and regulations for the mutual mortgage insurance program establishing 
a mortgage insurance premium, based on the face amount of the mortgage 
of 1 percent a year with respect to mortgages used for refinancing outstanding 
mortgages on existing properties or for placing a new debt on such properties, 
and one-half percent a year with respect to mortgages used for home purchase. 
In the attached table is presented a schedule of the mortgage insurance premium 
charges required for the different types of mortgage financing under the first 
rules and regulations. The first amendments to the rules and regulations af- 
fecting this mortgage insurance premium charge were made June 24, 1935, 
when they provided for an insurance premium of one-half of 1 percent of the 
original face amount for all mortgages insured under the mutual mortgage in- 
surance fund. This premium charge remained in effect until the statute was 
amended in 1938. 


Schedule of insurance premium charges under sec. 203 provided for in the rules and 
regulations in effect from Nov. 27, 1934, to June 23, 1935 














Type Transactions involving— Mortgage insurance 
premitnm ! 

1 | Acquisition of property (wherein the mortgagee is the vendor, actual or | 44 percent per annum, 
beneficial) constructed before June 27, 1934. 

2 | Acquisition of property (wherein the mortgagee is not tiie vendor, either Do. 
actual or beneficial) constructed before June 27, 1934. 

3 | Acquisition and/or construction of, and/or refunding of temporary mort- Do. 
gage indebtedness against property constructed after June 27, 1934. 

4] Refunding or mortgage indebtedness (wherein the mortgagee is un- | 1 percent per annum, 
changed) against property constructed before June 27, 1934. 

5 | Refunding of mortgage indebtedness (wherein the mortgage is changed) Do 
against property constructed before June 27, 1934. 

6 | Creation of mortgage indebtedness (wherein neither acquisition, con- Do. 
struction, nor refunding are involved) against property constructed 
before June 27, 1934. - 








1 Upon the original principal of the mortgage. 


Section 203(c) of the National Housing Act authorizing the insurance premium 
charge for the mutual mortgage insurance fund was amended on February 3, 
1938, for the first time since the approval of the original act. This section of the 
act, as amended, with respect to the premium charge, has not since been amended. 
It provides for an insurance premium of not less than one-half of 1 percent nor 
more than 1 percent a year on the outstanding balance of the mortgage insured 
under the mutual mortgage insurance fund and that the premium charge fixed 
by the Administrator shall apply to mortgages insured prior to February 3, 1938. 





toc 
er 

wa 
net 


hir 
r 


loa 





HOUSING ACT OF 1959 71 


This section also provided, for mortgages insured within a limited period of time, 
a premium charge of one-fourth of 1 percent a year on the outstanding balances 
of a new class of mortgages accepted for insurance. This new class provided 
for under section 203(b)(2)(B) could have mortgage amounts up to $5,400 and 
90 percent of appraised value of the property. The property had to be a single- 
family residence and the occupant had to be the owner. It had to be approved 
for insurance prior to the beginning of construction, or if construction was begun 
after January 1, 1937, the property could be accepted for insurance if it had not 
been sold or occupied since completion. The one-quarter percent insurance pre- 
mium charge was authorized for such mortgages between February 3, 1938, and 
July 1, 1939. Section 203(c), as amended in 1938 and in effect since then, reads, 
in part, as follows: 

“The Commissioner is authorized to fix a premium charge for the insurance of 
mortgages under this title but in the case of any mortgage such charge shall not 
be less than an amount equivalent to one-half of 1 per centum per annum nor 
more than an amount equivalent to 1 per centum per annum of the amount of the 
principal obligation of the mortgage outstanding at any time, without taking 
into account delinquent payments or prepayments: Provided, That a premium 
charge so fixed and computed shall also be applicable to each mortgage insured 
prior to the date of enactment of the National Housing Act Amendments of 1938 
in lieu of any premium charge which would otherwise become due after such date 
with respect to such mortgage: Provided further, That in the case of any mort- 
gage described in section 203(b)(2)(B) and accepted for insurance after such 
date and prior to July 1, 1939, the premium charge shall be one-fourth of 1 per 
centum per annum on such outstanding principal obligation * * *.” 

On February 15, 1938, the rules and regulations of the Federal Housing Admin- 
istration were revised in accordance with the amendments to the statute estab- 
lishing an annual insurance premium of one-half of 1 percent of the average out- 
standing balance of the mortgage for the 12-month period following the date on 
which the premium is payable for all mortgages insured under the mutual mort- 
gage insurance fund except those on single-family owner-occupied properties with 
mortgage amounts of $5,400 and loan-value percentages of 90 percent or less and 
accepted for insurance after February 3, 1938, and prior to July 1, 1939. For 
such mortgages, the insurance premium was one-quarter of-1 percent. 

On July 1, 1939, the rules and regulations of the Federal Housing Administra- 
tion were revised to provide for a mortgage insurance premium of one-half of 
1 percent of the average outstanding balance of the mortgage for the 12-month 
period following the date on which the premium is payable for all mortgages 
insured under the mutual mortgage insurance fund. With respect to the mortgage 
insurance premium, these rules and regulations have been amended on August 1, 
1957, to eliminate the payment of premiums in advance. 


Mr. Rarns. All right, you may proceed. 

Mr. Wipnat. Excuse me, Mr. Chairman, one more question on that 
subject. I venture to say, Mr. Zimmerman, there are many thousands 
of homeowners in the United States that have FHA mortgages that 
don’t realize on paying off that mortgage they are entitled to get some 
money back. 

Why is it that FHA doesn’t publicize that more? 

Mr. Mason. Could I answer this for him, Mr. Widnall, because he 
has come in so recently. 

We have been trying to do this and we did this rather effectively not 
too long ago when a man from Chicago came in and inquired wheth- 
er he was going to get a payment or not. We found out that he 
was going to get one and we had the press present from his town 
near Chicago, Wilmette, and the general press present when we gave 
him the check. 

This serves certainly, and this might be the kind of thing that we 
could do more of. 

Mr. Wipnatx. What were the circumstances of his loan as a typical 
loan ? 
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Mr. Mason. This gentleman bought this house—I can’t quite re- 
call the figures exactly—but he bought this house in the outskirts of 
Chicago, Wilmette, a suburb of Chicago, in 1938 or thereabouts, and 
the only financing that was available to him was an FHA-insured 
loan. 

He didn’t know what an FHA-insured loan was and he did not 
really care as long as he could buy the house. He bought the house 
for $14,000, with a $12,000 mortgage on it—that may not be exactly 
correct, but it was something like those figures. He paid off the loan 
last year, 1958, and he got back a check for something over $500 
which approximated the actual mortgage insurance premiums that 
he has paid in. 

Now, this is the result of FHA not having losses. It is the result 
of the $600 million earning interest which it does for FHA, of course, 
and with this, his share of the unused mortgage premium was—of 
course, we made money on his premium payments on interest over 
period of time 

Mr. Rains. But, Mr. Mason, if he sold that house after 19 years 
and 11 months, he wouldn’t have gotten a penny. 

Mr. Mason. He assured me that if he had time he could now sell 
the house for $40,000. , 

Mr. Rarys. That is not the point I am making. You must keep 
this the full 20 years before what you are talking about transpires. 
The same person must keep it. 

Mr. Mason. Mr. Rains, this would be true after about 10 years at 
any time. 

Mr. Rarns. How is that? 

Mr. Mason. After about 10 years it would be true. It would not 
be true if he sold it the second year or the third year, but if he held 
the house about 10 years he would receive back under the current 
economic conditions his mortgage insurance premiums that he had 

aid in. 

Mr. McDonoven. The law is not automatic that this refund be 
given to the original borrower if he pays off 

Mr. Mason. It is given to the man that owns the house, and I guess 
I missed it. 

Mr. McDonoven. The law, however, is not automatic that this re- 
fund is given to him without his asking for it. 

Mr. Mason. It comes to the man who owns the house, who pays off 
the mortgage finally, and it goes automatically to him; yes, sir. 

Mr. McDonovau. Oh, it does? 

Mr. Mason. He doesn’t have to ask for it. We get delightful letters 
from all over the country on this score. Somebody wrote in and said, 
“Tsn’t it nice to have Christmas come twice a year.” 

Mr. Wipnatu. Doesn't the new administration bill have a protective 
clause covering a man who sells a house prior to the 10-year period? 

Mr. Mason. I am not aware of it ; no. 

Mr. Wipnatu. Mr. Zimmerman, do you have the answer to that 
question ? 

Mr. ZimmerMAN. No; I don’t have. Perhaps I could furnish for 
the record a more full answer to the question you are raising. I could 
only say I am sure as members of the committee appreciate, that this 
is only one of the many areas in which I have much to learn. 
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The interest of the committee in this particular area was unantici- 
ated, and I have a more complete prepared statement than I can 
urnish for the committee. 

Mr. Mason. I am sure there is nothing like that, Mr. Widnall. 

Mr. Wipna.. I was under the impression where there was an agree- 

ment entered into there could be a refund prior to the 10-year period. 

Mr. Mason. He can get the refund at any time he pays it off, but it 
will be smaller. It will get progressively larger because the risk gets 
less. He doesn’t have to hold it for any period of time. 

Mr. Rarns. Mr. Zimmerman, the next part of section 203 is not in 
controversy. Let’sskip that. 

Then your debenture payment on page 7, that is purely a technical 
amendment. Why don’t you start discussing section 207 amendments ? 

Mr. ZimmerMAN. All right, sir. 

I have with me now Mr. Beverley Mason, who is Acting Deputy 
Commissioner of FHA, and he undoubtedly will be helpful on some 
of the questions you may be asking. 

Section 106 makes several modifications of section 207. References 
to elderly housing are removed to be consistent with a proposal in sec- 
tion 115 for a new and expanded program in this field. The maximum 
interest rate is raised from 414 to 514 percent in order that the Com- 
missioner may set the interest rate at fovelb which allow these rental 
projects to be financed without operation of discounts. 

At the beginning of January FHA field offices reported typical dis- 
counts on section 207 mortgages, ranging from 3 to 8 points, with 
5 to 7 points as the most common discounts. On these 414-percent 
mortgages a 6-point discount is equivalent to one-half percent in inter- 
est earnings. 

Since section 207 projects are developed by well-informed business- 
men, financing costs will be negotiated at minimum levels. By in- 
cluding the entire cost of the money in interest charges, FHA project 
analysis is simplified by avoiding consideration of discounts, spon- 
sors of rental projects are relieved of uncertainty about the recover- 
ability of these financing costs, and the possibility of interest saving 
through subsequent renegotiation is retained. Under conditions like 
those of recent years, the necessity for discount payments in lieu of 
interest adjustments can well be sufficient to discourage desirable 
rental developments. H.R. 2357 makes no provision for this flexibil- 
ity of interest rates. 

The final amendment in section 106 authorizes a service charge 
by FHA equal to the mortgage insurance premium for project mort- 
gages under all programs which are assigned to FHA. Presently, 
mortgagors might voluntarily default in the hope that the mortgage 
will be assigned to FHA and thus relieve the project of the cost of 
mortgage insurance. 

H.R. 2357 proposes changes in the section 207 program by increas- 
ing the maximum mortgage ratio from 90 to 95 percent of value; 
increases the dollar mortgage limits per room from $2,250 per room 
to $2,850 per room and makes corresponding increases in other dollar 
ceilings. We do not believe these increases are desirable and I urge 
that they not be made. The present limitations, including the per- 
mitted high-cost area adjustment, are adequate under present cost 
conditions. Increases in statutory limits have a tendency to attract 
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sponsors to seek the higher limits, regardless of market demand or 
cost consideration. 


PREVAILING WAGE REQUIREMENT 


Section 107 extends the FHA rental program prevailing wage 
requirement to rental projects for profit built for elderly persons or 
for families displaced i governmental action, as provided in subse- 
quent sections of this bill. 

Mr. Rarns. Is that prevailing wage requirement in present FHA 
legislation ¢ 

Mr. Mason. Yes; it is, Mr. Rains, in rental projects, not in single- 
family housing. 

Mr. McDonoveu. Do I understand your statement there is that 
the prevailing wage rate is extended to housing for elderly persons 
or for families displaced by governmental action ? 

Mr. ZrmmMeRMAN. We are asking for that where voluntary services 
are available for nonprofit building. 

Mr. Mason. But in general it would apply to this type project? 

Mr. ZimmerMaAN. Section 108 provides for two amendments for 
the cooperative housing program. The first adjusts statutory limita- 
tions on interest rates so that the management type project mortgages 
would be the same as the proposed section 207 rate. Individual home 
mortgages would have the section 203 statutory limits. 

The second amendment authorizes inclusion of commercial and 
community facilities in investor-sponsored projects in the same man- 
ner as in management-type projects, since upon completion the objec- 
tive is to convert the investor-sponsored project to a management- 
type project. 

ER. 2357 liberalizes mortgage limits for cooperative housing; 
permits community facilities to be included in sales-type cooperatives; 
authorizes cooperative mortgages for the purchase of existing prop- 
erties; establishes mutual mortgage funds for management and sales 
cooperatives and directs that FHA’s replacement costs include a 2 
percent allowance for working capital. We urge against adoption of 
these proposals. 

We believe the increased mortgage amounts, as well as increased 
maximum ratios, are excessively high, undesirable, and will encourage 
high-cost or luxury-type construction with virtually no downpayments. 

The inclusion of community facilities in sales-type cooperatives 
represents a preferential treatment for section 213 sales housing when 
compared to other sales housing programs. 

Mr. Rarns. Mr. Mason, to the best of my recollection you supported 
that proposition as to community facilities in 213 before this committee 
last year. 

Mr. Mason. I certainly did; yes, sir. 

Mr. Ratns. What is the idea of the change? 

Mr. Mason. Do you mean why did we change our minds? 

Mr. Rarns. Yes. 

Mr. Mason. Why do we become feminine or something? 

Mr. Ratrns. On this communities facilities in 213. 

Mr. McDonoven. Did experience prove contrary ? 

Mr. Mason. No; I can’t say that is true. 
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Mr. Rarns. Well, we will pass on by, but I just wanted the record to 
show that you did support it fast year. 

Mr. Mason. I did support it last year. 

Mr. Rains. You may proceed, Mr. Zimmerman. 

Mr. ZimmMeRMAN. The administration opposes the proposal to per- 
mit insurance of mortgages for the purchase of existing properties on 
the grounds that the basic purpose of the administration programs is 
either to add to the existing housing inventory by new construction, or 
to improve such inventory by rehabilitation. 

H.R. 2357 would provide unusually long-term, low-interest financ- 
ing, with little, if any, downpayment; supported by FNMA; would 
enable one group of people to evict another group from existing rental 
housing, all of this without contributing to increasing or upgrading 
the country’s housing inventory. The requirement that FHA’s replace- 
ment cost estimate include an allowance of 2 percent for working 
capital would result in excessively insured loans. 

e oppose the establishment of mutual mortgage funds for section 
213, as, here again, the proposal would add to the already preferential 
treatment afforded section 213 by the very long terms, low downpay- 
ments, and FNMA special assistance. 

Mr. Rains. Let me ask a question there. We provide mutual mort- 
gage funds for section 203 and you don’t complain about that being 
preferential treatment. What is the difference? 

Mr. ZimMMERMAN. Well, I think the preferential treatment referred 
to in my statement goes to the present 213 programs. I would, I 
think, quickly add that I see a lot of merit to the 213 programs as I 
have come to know them over in HHFA. I think that unquestionably 
it is one of the few, if not only, means of a person, a family living in a 
large city where the land costs are so high to achieve home ownership. 
What I am saying is we believe very strongly in the 213 programs as 
they now exist, but it is simply a question of. when you reach a point 
of having done enough for these very desirable programs and we are 
saying that we think the mutuality which exists in the 203 program is 
unnecessary in 213, 213 having so many other advantages which the 
203 home buyer would not have. 

Mr. Rarns. I think you can skip the mortgage ceilings in Alaska 
and Guam and we are ready to talk about urban renewal. 

Mr. ZimMeERMAN. In section 111 of the administration bill, the first 


_ two amendments of section 220 provide mortgage amount increases 
| for one- and two-family properties and trade-in homes comparable 


~ 


to those established in section 104 for the section 203 program. In 
addition, properties with 3 to 11 units are released from statutory 
mortgage amount ceilings and left to FHA control under the loan- 
value or loan-cost ratio limitations. This is a recognition of the 
variety of structures which may be encountered in urban renewal 
areas. 

Several improvements in the operation of the section 220 rental 
program are accomplished by eliminating statutory reference to a 10 
percent builder’s profit for these projects and making a compensating 
change in the basis for computing maximum insurable mortgage 
amounts. By limiting mortgage amounts for new projects to 100 
percent of replacement cost, exclusive of builder’s and sponsor’s profit 
and general overhead, mortgage amounts are controlled for builder- 
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sponsored projects without the troublesome factor of establishing 
or limiting the builder’s charges for overhead and profit. 

Three desirable changes are accomplished. First, comparable mort- 
gage amounts will be nomapnias in a specific proposal whether the spon- 
sor be an investor or builder. This change should significantly 
broaden interest in competing for urban renewal opportunities, 
Second, cost certification can be simplified with respect to profit and 
overhead entries, without loss of administrative controls. And third, 
flexibility in profit alowances on rehabilitation projects will be re- 
stored to the program with the removal of the rigid statutory ceiling. 

Two additional amendments are made for urban renewal projects, 
Costs of landscaping and other exterior improvements would be ex- 
cluded from mortgage amount limits for dwelling purposes, but they 
would still be taken into account in relating aggregate mortgage to 
aggregate cost or value. This change will assure that desirable im- 
provements of exterior appearance will not be sacrificed to the exigen- 
cies of construction cost conditions. 

Explicit provision is also made for inclusion in section 220 projects 
of commercial and community facilities which are appropriate to the 
urban renewal operation. Sines several projects may make up a 
single urban renewal operation, sound planning may well dictate a 
concentration of commercial or community facilities in one or more 
individual projects. As compared with section 207 operations, the 
planning and rehabilitation aspects of an urban renewal operation 
may dictate commercial or community facilities different from ordi- 
nary rental housing standards. Section 111 is intended to clarify 
congressional intent in these matters. 

H.R. 2357 provides increased mortgage amounts and loan-to-value 
ratios for sales housing and further provides for upward adjustments 
of mortgage amounts for rental projects under the section 220 program. 
The proposed increases for one- and two-family sales units are con- 
sistent with the administration program and are justified. The in- 
crease for three-family units, we believe, is unnecessary for the reasons 
mentioned in my comments on section 203. 

The upward mortgage adjustments for rental housing are con- 
sidered undesirable for the reasons stated in our comments on similar 
increases proposed by H.R. 2357 for section 207. 


Mr. Rats. Back on page 11, we considered last year very carefully | 


this situation with reference to sponsor’s profits, 100 percent of replace- 
ment cost, exclusive of builder’s and sponsor’s profits, and just to be 

oerfectly frank with you, and I know there is considerable press on the 
ams side about it, this whole committee was afraid there was a wind- 
fall in that situation. 

If you will write me as chairman of this committee a letter which I 
can put into the record in which you say there will be no windfall in 
it, we will really give that consideration, but I am not too sure about 
that. 

Mr, Mason, I think it would probably be foolish to waste your time 
and mine, or your time at least, debating this matter. 

Mr. Rats. Well, suppose you do that, you write us a letter and 
examine it carefully and show us where there can be no windfall in it. 
It could do some good, but also we are aware of the dangers. 
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(The information requested is as follows :) 


FEDERAL HOUSING ADMINISTRATION, 
Washington, D.C., February 5, 1959. 
Hon. ALBERT RAINS, 
Chairman, Housing Subcommittee of the Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN RAINS: During our testimony on Wednesday, January 28, 
on H.R. 3319, you raised a question concerning the possibilities of windfalls in 
the operation of the proposed new procedures for determining maximum mort- 
gage amount on new construction urban renewal projects under section 220 
and asked that we submit a statement for the record. 

In analyzing this problem we have interpreted the word “windfall” to mean 
excess mortgage proceeds over and about actual cash required by a builder- 
sponsor. 

PThe attached example has been prepared to illustrate not only the operation 
of the procedure provided by H.R. 3319 but also to compare this with the 
procdure included under the existing law, which is unchanged by H.R. 2357. 
It also illustrates how the existing law discriminates against the investor- 
redeveloper as compared to the builder-redeveloper. Finally, our example 
illustrates the fact that in the case of a builder-redeveloper the proposal in 
‘H.R. 3319 produces a resulting mortgage amount almost idential to that under 
existing law and H.R. 2357. In either case chance of windfall, as defined 
above, is slight under the protection afforded by cost certification. 

Sincerely yours, 
JULIAN H. ZIMMERMAN, 
Acting Commissioner. 


Mr. Apponiz10. How many 220 projects have been built ? 
Mr. Zimmerman. Mr. Mason might be able to give the figure. 
Mr. Apponizio. Last year it was indicated to the committee that 


there had only been one. 


Mr. Brevertey Mason. We have some statistics here. If you would 
like me to do that I can give them to you or we can submit them for 
the record. 

Mr. Apponiz1o. I would like to have an approximate idea. 

Mr. Bevertey Mason. All right; just a minute. 

Mr. Norman Mason. We will also submit for the record, Mr. Addo- 
nizio, where they are so you can look at it. 

Mr. Apponiz1o. You can put that in the record, also. 

Mr. Rarns. Let’s go along, and then you can give us the information 
when you find it. 

Mr. ZimmerMAN. I think he has it now, Mr. Chairman. 

Mr. Rains. All right. 

Mr. Brevertey Mason. As of December 1, there had been 93 urban 
renewal projects which were certified pursuant to section 220. Now, 
of these 93 projects, in 38 we either had housing under construction or 
under commitment. There are 21 additional of these 93 projects 
where we are in preapplication conference with sponsors, definitely 
working out the projects. 

In the balance of the 93, land disposition is still pending. In other 
words, the city has not yet 

Mr. Apponiz1o. How many of these have been completed ? 

Mr. Brvertry Mason. I will give you that in just a minute, if I may, 
sir. 

In 38 of the 93, the land disposition has not yet been completed, and 
FHA has not been called into the picture. 

Under insured mortgages, which would represent either under con- 
struction or completed, we have 8,450 units of the multifamily type, 
representing a total mortgage amount of $96,668,000. 
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Mr. McDonovau. Geographically, how are they situated ? 
Mr. Apponizio. I know that there are none in my area. — 
Mr. McDonoueu. Well, that is a matter of cooperation with your 


people up there. 


Mr. Brvertey Mason. Mr. Chairman, if I may suggest, this is a 
rather lengthy report, it includes all of the information that I think 
you are seeking geographically, statistically, and otherwise. 

Mr. Rarns. We will put it in the record at this point. 


(The data referred to is as follows :) 


FHA UrsBAN RENEWAL SUMMARY, DECEMBER 1, 1958 


Section 220 status 


Ninety-three project areas certified for section 220. 
Twenty-six project areas have 33 FHA project sections under construction 


or completed. 


Twelve project areas have 28 FHA project sections under commitment with 


construction not started. 


Twenty-one project areas are in FHA precommitment conference stages. 
Thirty-eight project areas have land disposition pending local action by city. 
Four project areas have proceeded without FHA mortgage insurance assistance, 


Sec. 220 multifamily rental projects—Total dwelling units programed, 36,800 

















Cumulative FHA projects Units Mortgage 
amount 
ee ce cas we mclnenen 17,390 | $217, 301, 900 
EST Se Se aa SG Pee ee RES aE 61 11, 785 138, 527, 600 
EEO CR EEE a RE ee aT ESS 38 8, 450 96, 668, 400 
Under construction or completed __..............-.-.--.--..-- 33 7, 985 90, 630, 000 





Sec. 220 sales-type homes—total units programed: New 
cost, $10,505,950 





New construction (cumulative) : Unite 
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SEO TEL DLA BRR ESE SaaS a 2, 504 
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construction, 3,530— | 


1Includes 1,100 houses listed statistically under new construction, but which have | 


extensive rehabilitation work. 


Sec. 220 existing construction 
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Under construction or completed___.____--_----~- slconienaebda aan 8 
Section 221 status 

Total certifications, 86,943 in 201 cities. 
Sec. 221 multifamily rental projects—cost, $20,228,700 
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Sec. 221 sales-type homes, new construction 


















































Units 
Applications 15, 267 
our Commitments 12, 047 
Under construction or completed 8, 036 
S$ a Evisting construction 
ink Unite 
| Applications. 2, 589 
Commitments 1, 944 
Mortgage insurance data, section 220 rental housing, Dec. 1, 1958 
Applications | Mortgage | Commit- Insured | Units} Units 
Project received amount ment | Units} amount | start-| com- 
| proposed ed (pleted 
‘tion | Auburn, Ala., Woodlawn Terrace 
EEE ee $518, 600 72 | $518, 600 . * <oe 
with Little Rock, Ark., Dunbar-_-_-___---- July 21,1958 | $810,000 |....-..---- es, Se Ee 
Oakland, Calif., Clinton Park 
ee to ha. bee brea ree June 19,1958 | 1, 260,000 |...-...--..- | | Se: Pe Se 
Los Angeles, Calif. (Sawtelle): 
Rosanne Apartments__...-.-.-- August 1958 OS — EE : ES OT eee 
i tee PEERS te "| Readies a yf) Seen rine reset bt 
nee. | Golden Arms Plaza--.-.-.....-..- Sept. 30, 1958 | ye eee Seer & ee 
3 _.| Oct. 10,1958 AD Manwad stn ase Ss es Eee 
5.800 Nahas Lanai_----_-_- covnens| CUNO! BION losccoucicws 72, 200 | EE ee ee 
’ Morris Inv + ape legis se oe oe S| ee ee 69, 200 T icnbtavecthbarhaccdtnae de 
aa aa Oot, 16, FOR ti nccsusn nce 58, 500 ETS I Ie 
Calshire Revesbess ee be eniohs Jay Fi, TOES iv~ suse -s 64, 000 Ee ent aes eee 
gage esnwe Investors... ...........|..... Nace Data 64, 000 yf RS ees ere Haare 
unt 1217 Arma Cost. Corp-_._--.-.-- Gar S10 t..we 80, 000 10 ah > a Se RED 
Nahas Park Plaza...........--.. ae <7 ed 306, 300 28 306, 300 , ) 
NI oon cadesucucavnoa re 2 94, 500 DE RAs 
301, 900 Ei Patio Da Sol..-............. PS ae | 2 ee 62, 200 (Rr ees Peker A 
527, 600 NED ao cccinnacin ee ati ano tS AL. ges 62, 900 Xf Raat Wel Sem . 
568, 400 District of Columbia: 
530, 000 First National Cap. Rede- 
velopment Corp: 
re. ee ane; | 26, TORS 1. 5. cansocun 1, 365, 500 2 MEARS ate cssecten ES 
of | I ii gaid aulklar wks ainaed JOR. SL IOGT bons cass anr 4, 468, 600 400 | 4, 468, 600 400 
3I— | Webb & Knapp..-.......------- Nov. 26,1958 | 3,906, 500 |_....--.__. Fh ROLES tse SS 
New Haven, Conn., University 
Cy a er is Beay 20, 1008 | ..ncc. nou tt Pe | 2 ee Se en 
Tnite Chicago, Ill. (Michael Reese): 
Prairie Shores No. 1..------ oa... DA |e ciicconsnse 2, 872, 800 341 | 2,872,800 | 341 341 
4, 094 Prairie Shores No, 2.....-.-- July 30,1958 |.........-- 3,420,800 | 341 }_-......-.- Ys Ripa 
2 504 University Gardens__.........-| July 24,1958 | 9,000,000 |.........-- DP fst cencaghedu taal cacais 
959 Louisville, Ky. (Grand Ave. re- 
newal district), Young Enter- 
1, 396 EE Se ono saasuueekcceusouns -_| July 9,1958 | 400,000 |..-....-.-- _ meee Ripe: «| (SNE 
| Detroit, Mich.: 7 Ps 
have | Pavilion Apartments, Inc_._...| May 18,1956 |_......._.- 3, 200,000 | 340 | 3,200,000 | 340 85 
Nicolet Place Town House I...} Jam. 24,1958 |_........-- 897, 000 46 4) a ee 
Nicolet Place Town House IT. -.|_....do.......-]......---.- 936, 000 48  .. |) s See 
Joliet Town Houses North._-..| July 7,1958 |__....___-- 897, 000 46 897,000 |_..--- 
Units Joliet Town Houses South--.-- do- pf eee Ee 897, 000 46 ) a Penn 
St. Paul, Minn., Western_____.___- “Feb. 25, “1958 p> ye eee ge SE rues 
174 Kansas City, Mo., Qu ality Hill 
62 Towers...-.- ae antes Pie eS 2 ee 2, 023, 700 ep Skee See 
St. Louis, Mo.: 
8 First. Plaza Redevelopment 
Shenk ricnnctduses catahnad ef 2, 505,600 | 208 | 2, 505,600 |-...--}..--.. 
Second Plaza Redevelopment 
| 5 chal oe ee. A | are CREk Le eevee en 
hid "Plaza “Redevelopment 
| eS AS Rigs RaeS. dan kcatibeadsutee obee 4, 985, 400 ft ae es 
Fourth Plaza Redevelopment an 
Cor sa BR ESS.) 7 aes Se ee 
Jersey C ity, N.J., St. Johns Village. "hoe. “35, 7 a iliiaaadas 3,317,600 | 254 ; 3 317,600 | 254 |------ 
Units Perth Amboy, N.J., Harbor Ter- | 
tetanic nak canon does becky Sept. 25, 1957 |.........-.| 3,592,100 | 275 | 3,592,100 | 138 |..---. 
| Newark, N. J.: 
2, 195 Pavilion Apartments. sip ton eieipig ht SEI MER Vidining sans ois 7, 802,000 | 680 }........... eee See 
2,195 Ses Say ba ested ee cf NS re Se ee 
1, 985 
1,0 
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Mortgage insurance data, section 220 rental housing, Dec. 1, 1958—Continued 



























































Applications | Mortgage | Commit- Insured Units! Units 
Project received amount ment Units} amount | start-| com- 
proposed ed = |pleted 
New York City: 

Pratt Institute, section I.......| Sept. 14,1955 |---...----- $3, 338, 600 | 286 |$3, 338,600 | 286 |_____. 

Pratt Institute, section IT-_.---- Be STOR bo wincnnsn<on 3, 286, 900 | 286 | 3,286,900 | 286 |__.._. 

Pratt Institute, section IIT. --_-|-.--- _ <a, alae 3, 338,600 | 286 |.-....--. 286 |...... 

University ‘Towers I: -.:--.--.-] Apr. © 2,1086 [--...:-.... 2, 304,800 | 182 | 2,304,800} 182]... 

University Towers IT. ...--.-..-.|----- | 2, 312, 900 182 | 2,312, 900 182 182 

University Towers IIT- --..---- ies OSA, eaaciuee 2, 309, 182 | 2,309,000 | 182 182 

Delano Village I__...--..----- “July tf. 9 Ge 2, 239, 000 254 | 2, 239, 000 254 2 

Delano Village II__....-...-_-- July 19,1956 |_-.__ | 2,336,400 | 255 | 2,336,400 | 255 | 255 

Delano Village IIT_-_--.-.-.---. i Lea 8 eC 2, 222,300 | 254 | 2,222,300 | 254] 254 

Delano Village IV_....-.-..-..-| Apr. 8, 7p aaa 2, 336,400 | 255 | 2,336,400 | 255 |__.__. 

Delano Village V_....--.-.-.--- oF Nine ein ee aA 2, 336,400 | 255 | 2,336,400 | 255 |..____ 

Lennox Terrace I__------..---- “Sept. 14, 1955 ae 3, 227,200 | 285 | 3,227,200 | 285 58 

Lemnos Pervace i1....---..--.-} Ang. 7, 1066-|-....--... 3, 227, 200 285 | 3, 227, 200 285 16 

Lennox Terrace IIT_-_---------- DAs SS  lCU COU OF ee eee 

Lennox Terrace IV_........-.-.. ‘June | EE ae 3, 431,000 | 365 j--.....2.. £ Ree 

eS Se ee SS Sane OAS iS 

Lennor Terrace V1....-........}...-. yas, A ee es, Cee a 

Manhattantown I__...---.._-- Dec. 23, 1955 |--.-. 3, 361,400 | 286 | 3,361,400 | 286 h 

Manhattantown II-_._.-.-..---- Feb. bas 1956 |-..-. 3, 361,400 | 286 | 3,361,400 | 286 |_.___. 

a a a See 3, 361,400 | 286 | 3,361,400 | 286 |______ 

Park West Apartments IV_---- ae, 8g oe PD 1 °GE Tecabeacdeeslanecaclescous 

Perk West Apartments V......1...-.@0._.....]......---. 6, 300,000 | 416 |--.-..---.- ne ; 

Park West Apartments VI_--..|----. 4° 5 Sn REN LAS, 6, 300,000 | 416 |.-..------. te cee 

Park West Apartments VII_-___/|----_ do 5 oo Be | En, Se eal Le 

ine Mey Park 1 -.._. 2... Mar. 20, 1958 |$9, 250,000 |-.....-.-..| 568 |...---.---- RC, hee 

os? eae ee OS wee ica--.~---. Me Vara seeuasecloacens nea 

Delano Village VI_.............| Nov. 17,1958 | 2,600,000 /..--.-- | Sf Se Se 6 ey 

Delano Village VII..........-.-}.---. eS 2, 600, 000 |..--.---- Oh icarte decsedsasiat aoe 

Cleveland, Ohio: 

Garden Valley Homes, Inc_---- eb. Ba 2006 |........... 2,008,300 | 222 | 2,008,300 | 222 222 

Garden Community Homes.._-| August 1958_-| 1, 288,800 |-..-------- | pp pedi ak. (mera, SE 

Longwood Redevelopment 

SS, eS July 18, 1957 |......- 2, 160,300 | 200 | 2,160,300 | 200 200 

Longwood Redevelopment 

Oe ae May 20, 1057 |......-...- 945, 300 92 | 945,300 92 92 

Enterprise Apartments, Inc._..| Feb. 20, 1956 |_...-.----- 568, 800 66 568, 800 66 66 

t Villanova Homes, Inc__-------- May 22, 1957 |_.....--.-.- 763, 200 77 763, 200 77 7 

Terranova Homes, Inc__------- ee ere 1, 090, 400 110 | 1,090, 400 110 66 

Harrisburg, Pa., Capitol Housing--.} June 19, 1958 | 4, 400,000 |--.-- ecu De ctecestioncn aducesbuaee 
Philadelphia, Pa.: 

Parkway Triangle I_.-.......-- Feb. beg i A ee 7,055,300 | 467 | 7,050, 000 | fb 

a ig a SS EEE eee SaaS 7,035,000 | 463 | 7,035, 000 i ee 

S. W. Temple Corp...-......-- Mar. “, O°? sae 1, 494,000 | 229 | 1,494,000 | 229 20 

Nashville, Tenn., Parkway Apart- 
RS Se ees eae Bae June 1968.....| 1,335,600 |........... 150 |-..-.-2--- Pre. 7 PA 
if 
220 Project 
| Project Remarks 
Alabama: 

Ee Hare project, U-8-1-_.. 75 rental units, land acquisition, demolition and dis- 
position completed. Woodlawn Terrace Apart- 
ments. 72 units under construction. Temporary 
stop on work due to litigation. Now under solution. 

Florence...---.---- Handy Heights, U-5-1._-.| 75 sales units, land acquisition and disposition com- 
pleted. Houses are under construction and all 
near completion. 

WIRY A ccodccsiicccs Government Hill, R-3_.-.| 160 sales units. Land disposition in process by the 
city. 
Arkansas: 
Little Rock-.-.....-- Dunbar, U-1-_---- 162 rental units; 20 sales type. Land acquisition and 
| demolition 100 percent complete. Redeveloper has 
land contract. 90-unit application in process. 
Some dwellings rehabilitated. 

Do.. Granite Mountain, U-1-2_| 69 sales type units. Land acquisition complete. 
Individual owners have FHA commitments and 
houses are under construction. 

) ee Livestock show area, R-2.| Rehabilitation project of individual home properties 
| commenced in 1958. City has active program set 
| up to encourage voluntary improvement. Prelimi- 
| Mary work underway. 
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220 Project—Continued 





Project 





—_— 


California: 


OS ere 


Oakland. 


Los Angeles. -._-.-- 


Richmond 


Sacramen 


at oe 


San Francisco. ---- 


Santa Cruz__..___- 


Connecticut: 
New Hav 


eee 7 


epee: ae 


District of Columbia: 
Washington ....... 


Hawaii: 


Honolulu_--__..---- 


Illinois: 


Chicago-. 


Chicago Heights-.- 


Chicago . 


Robbins... 


Kentucky: 
Louisville 


Do... 


Maryland: 
Baltimore 


Project No. 1, U-12-1 


Clinton Park (nonas- 
sisted). 

Sawtelle project (nonas- 
sisted), 


Pilot project 1-B (non- 
grant), R-5. 
Capitol Mall 





Diamond Heights-_-_-----.-- 


| San Lorenzo Park, R-3--..-. 
| 
| 


Oak Street 


Southwest area B, U-I-1_- 


John H. Wilson, U-1-2_._- 


Hyde Park project A, 
U-6-7. 


Hyde Park project B, 
U-6-8. 


East Side, U-2-1 


Michael Resse Hospital, 
U-6-6. 


Project 1, U-1-1.........-- 


Eastern renewal project 
(nongrant). 


Grand Ave. renewal dis- 
trict project R-8 (non- 
grant). 


Redevelopment area No. 
‘12, 





| Remarks 





79 sales units and 24 rental units. Land acquisition 
and demolition 100 percent complete. Land dis- 
position in process by the city. 

Rehabilitation project. Land acquisition 37 percent. 

Clearance 30 percent. City program underway. 

Rehabilitation and rental project of existing and new 
construction. 95 commitments issued on number 
small rental projects. 55 rental applications in 
process. 700-unit apartment project under pre- 
application meetings. Present rehabilitation work 
not under 220 FHA financing. 75 sales-type houses 
in process with 57 commitments issued. 

100 new sales-type units under FHA commitments 
with construction completed. 

850 rental units. Land acquisition 100 percent. Site 
clearance 78 percent. Land disposition in process, 
dong meeting with redeveloper on preapplication 
yasis, 

890 sales-type units and 1,423 rental units. Land 
acquisition 65 percent complete. Demolition 65 
percent complete. Land disposition pending liti- 
gation disposal. 

100 rental units. Land acquisition 84 percent. 
Demolition 80 percent. Land disposition pending. 


750 rental units. Land acquisition and clearance 
completed. Land under contract. Commitment 
issued for 255 units on University Towers section I. 

South Central renewal area rehabilitation and 200 
rental-unit project. City has active program to 
encourage voluntary property improvement. 


1,021 rental units. Land acquisition demolition and 
disposition completed. FHA commitments for 
481 units on Ist 2 sections. Under construction. 


165 new sales-type houses. Land acquisition and 
disposition 100 percent completed. 153 applications 
received. 117 houses under construction. 51 
completed. 


525 rental units. 200 sales-type units. Land acquisi- 
tion completed. Site clearance 97 percent. Land 
disposition 83 percent complete. Preapplication 
conference with redeveloper. 

16 sales-type units. Land acquisition and demolition 
completed. Land disposition 42 percent complete. 
Preapplication conference with redeveloper. 

193 sales units and 24 rental units. Land acquisition 
and demolition under way. Land disposition 
scheduled for early 1959. 

1,200 rental units. Land acquisition, demolition, 
disposition complete. Mortgage insured and con- 
struction completed on 341 units. Prairie Shores 
No. 1. Commitment issued for 341 units Prairie 
Shores No. 2. 

442 rental units, 178 sales-type units. 
tion in process. 
held. 


Land disposi- 
FHA preapplication meetings 


Project delayed due to property owners contesting 
code enforcement provided for urban renewal plan. 
25 properties being rehabilitated under home im- 
provement loans. 

Conservation and rehabilitation project. City and 
FHA holding meetings with property owners. 
52-unit rental apartment application in process. 


327 rental units. Land acquisition 80 percent. Site 
clearance 80 percent. Land disposition in process 
with city preparing to request bids for sale of land. 





FHA having preapplication conferences. 
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220 Project—Continued 





Remarks 





en R-1 (non- 
t 


Memorial Plaza, U-1-1.... 


Quality Hill (nongrant) --- 


St. Johns, U-2-2 


Branch Brook, U-3-1 


Broad Street, U-3-2 


Forbesdale, U-1-2 


Pulaski Park, U-12-1 








1,822 rental units. Land acquisition, demolition, and 
land disposition completed. Mortgage insured on 
Pavilion Apartments, Inc., and construction of 340 
units under way with 85 completed Nicolet Place 
Town House I and II of 94 units under commitment 
and Joliet Town Houses north and south sections 
of 92 units also under commitment. Insured 
mortgage issued and construction started ali units, 

Conservation rehabilitation project ot approximately 
38 city. blocks with 2,903 dwelling units. Citizen 
committee, city groups, and FHA working with 
pioperty owners to encourage needed rehabilita- 
tion. Model house and field office located in area, 
39 applications in process and 8 commitments 
issued. Accelerated progress expected. 


560 rental units. Land acquisition and demolition 
completed. Land disposition expected late in 1958, 

706 rental units. Land acquisition and demolition 
complete. Ist section of 56 units application in 
process. 

1,407 rental units. Land acquisition substantially 
completed. Demolition 97 percent. Land sale 
vane received by city. Preapplication meetings 
eld. 


1,144 rental units. Land acquisition, demolition 
and disposition completed. Redeveloper has sub- 
mitted applications for 4 sections totaling 1,000 
units. Mortgage insurance issued on Ist section of 
208 units. 3d section of 415 units under com- 
mitment. 

1,410 rental units. Land acquisition in process by 
city. Land disposition scheduled early 1959, 
Preapplication meetings held with redevelopers. 

Rehabilitation project. Land acquisition and clear- 
ance completed. Active program under Way for 
improvement individual properties. 

Rental and rehabilitation project. Land acquisition 
in early stages by the city. 

712 rental units. Land acquisition completed. 
Preapplication meetings being held. Redeveloper 
application expected. 

132 rental units. Commitment issued on 132 units 
and expect early start construction. 

Rehabilitation area and for 17 neW sales units. Land 
acquisition in early stages. 


477 rental units. Land acquisition and demolition 
completed. FHA approved preapplication ex- 
hibits but redeveloper did not proceed. New 
redeveloper in preapplication meetings. 

1,200 rental units planned. Land acquisition, demo- 
lition, and disposition completed. Construction 

reviously started on 254 units. New redeveloper 
as FHA commitment and insured mortgage. 
Construction resumed all units. 

560 rental units. Land acquisition and demolition 
completed. Redeveloper has commitment and 
early construction expected. 

680 rental units. Land acquisition, demolition, and 
disposition completed. New redeveloper has 
commitment on pavilion apartments for 680 units. 
Start construction near. 

232 new sales-type units. 276 commitments issued. 
186 houses under construction or completed. 

360 rental units. Land acquisition, demolition, dis- 
position completed. Commitments issued for 276 
units on Harbor Terrace section and construction 
under way on 138 units. 

168 rental units. Land acquisition and demolition 
completed. City has contract with redeveloper 
on land. Precommitment meetings held. 
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220 Project—Continued 





Project 


Remarks 





New York: 
New York City._. 


Ohio: 
Cincinnati. -....- 


Cleveland.....-..-. 


SE iiins nneon 


Pennsylvania: 
D 


Harrisburg -.------- 


Philadelphia. - . -_- 


io} 
5 





Pratt Institute, U-4-13_..- 


North Harlem, U-4-6....- 


Fort Greene, U-4-10_-~.-.- 


Harlem, U-4-5..........-- 


West Park, U-4-9 


Bellevue-N YU, U-4-12._- 


Laurel-Richmond, U-1-1_. 


Garden Valley, R-1_-.-.-- 


GardenCommunity 
Tomes. 
Longwood (area B), U-6-1. 


East Dayton, R-2-_-- =m 
Hook Road, U-35-1- 
Project 1-A, U-14-1. 


North Triangle 
grant). 


(non- 
Southwest Temple Corp., 
U-5-2., 


Lower Hill, U-7-1........- 














1,736 rental units. Mortgages insured on Willoughby 
North for 286 units and for Willoughby Midway for 
286 units. Commitment issued on 286 units section 
III. Construction underway on all sections. 

1,778 rental units. Mortgages insured by FHA for 
3 sections of Delano Village now completed and 
occupied. Commitments issued for sections IV an 
V of 255 units each and construction started on 
section V. 2 applications 257 units each. 

546 rental units. Mortgages insured by FHA on 
3 sections of University Towers. 182 units each, 
construction under way on all units with 364 units 
completed. 

1,176 rental units. Mortgages insured by FHA on 
3 sections of Lennox Terrace. 285 units each, 
570 units under construction with 74 completed. 
285 units each on sections IV, V, and VI under 
commitment. 

2,590 rental units. Mortgages insured on 3 sections 
of Manhattantown including 286 units each and 
construction underway. Commitments on sec- 
tions 4, 5, 6, and 7 of 416 units each. 

840 rental units. Land acquisition and disposition 
complete. Applications received on Kips Bay 
sections 1 and 2 of 568 units each. 


855 rental units. Land acquisition and demolition 
substantially completed. Land disposition near. 
Redeveloper application in process. 

480 rental units. Land acquisition completed. 
Mortgage insured for 222 units project now com- 
pleted and occupied. Rehabilitation program of 
165 existing houses underway. Application re- 
ceived for rehabilitation of 45 homes and 22 com- 
mitments issued. 

Section 2 of 132 apartment units application in 
process. 

966 rental units. Land acquisition, demolition, and 
disposition completed. Mortgage insured on En- 
terprise Apartments of 66 units construction com- 
pleted. Mortgage insurance on Villanova Homes 
of 77 units and constructicn completed. Mortgage 
insured on Longwood “cst 92 units completed. 
Longwood East mortgage insured, 200 units com- 
pleted. Terranova Homes mortgage insured 110 
units under construction. 66 completed. 

325 rental units. Land acquisition is under way and 
disposition to begin mid-1959. 


36 rental units. 347 sales-type units. Land — 
tion 70 percent. Site clearance 35 percent. Land 
disposition pending local action. 

700 rental units. City has made land contract with 
redeveloper. Application in process on 360 unit 
Capitol Housing section. 

930 rental units. Land acquisition, disposition, and 
demolition complete. Mortgage insurance on 2 
sections Parkway Triangle, total 930 units. Con- 
struction underway. 

712 rental units. 87 sales units. Land acquisition, 
demolition complete and disposition partly com- 
pleted. Mortgage insured for 229 rental units. 
Construction under way with 20 units completed. 

900 rental units. Land acquisition 75 percent. Site 
clearance 68 percent. Land disposition pending 


local action. Preapplication meetings have been 
held of an informal information nature to date. 
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Project 


Remarks 





Puerto Rico: 


BR. ctimonace 


NN dried: 


Sabana Grande_._-- 


Rio Piedras--_--_-. 
5 | aR 


Uabucoa.......... 
Vega Baja.-_...... 
Rio Piedras-----.- 


Tennessee: 


Knoxville.......... 


Nashville.......... 


Utah 


ah: 
Weber County- --_- 


Virginia: 


Richmond__._.._-- 


I. CS ncenne 


Wisconsin: 


Madison. -......... 





El Coqui, U-5-3._..-.-.--..- 


Brooklyn, U-5-13_..-----.- 
Vista Alegre, U-5-6._....- 


Tortugero, U-5-7........-- 


Manchuelito, U-2-2__....- 
yas 
Varsovia, U-5-8_........-- 
El Monte, U-5-2.........- 


Jalisco, U-5-22_..........- 
Catano, U-5-14__.....-.-- 
5 Saeieee 


Riverfront-Willow St., U- 
3-2. 
Capitol Hill, U-2-1_......- 


Railroad Ave., R-8........ 


Bickford Park, R-25 (non- 
assisted). 
Newtown, R-2............ 


Little Mexico (nongrant), 
U-5-2. 
Washington Terrace (non- 
grant). 
COPE, UO... ccencosons 


Commonwealth, U-7-1___. 


Brittingham, U-2-1....... 





25 sales units. Land acquisition and demolition 109 
= completed. Land sold to redeveloper. 14 
ouses completed, 1 existing under rehabilitation. 
Proceeding to date without FHA mortgage insur- 
ance, 

38 sales units. Land disposition pending. 

37 sales units. Land acquisition and demolition 
complete. Land disposition early 1959. 

40 sales units. Acquisition and demolition com- 
pleted. Land disposition late 1958. 

110 sales units. Land disposition pending. 

42 sales units. Acquisition and demolition com- 
pleted. Disposition late 1958. 

32 sales units. Land acquisition completed. Land 
disposition early 1959. 

23 sales units. Land acquisition and demolition 100 
percent completed. Land disposition completed. 
4 units under construction. 

83 sales units. Land acquisition and demolition 100 
percent completed. Land under contract. 

110 sales units. Land acquisition and disposition 
completed. Land under contract. 

22 sales units. Land acquisition and demolition 99 
percent completed. Land disposition late 1958. 

367 sales units. Land disposition late 1958. 

25sales units. Acquisition and demlition completed. 
Land disposition late 1958. 

38 sales units. Land acquisition completed. Land 
disposition late 1958. 

35 sales units. Land disposition pending. 

36 sales units. Land disposition spring 1959. 

154 sales units. Land acquisition completed. 
disposition late 1958. 

Rehabilitation project. 
early 1960. 


Land 


Land disposition scheduled 


200 rental units. Land disposition pending. Preap- 
plication meetings held. 

200 rental units, and rehabilitation. Land acquisi- 
tion and demolition completed. Rehabilitation 
program under active promotion. Application in 
process on Parkway Apartments section of 159 
units. 

27 rental units. Land acquisition and demolition 
completed. Land disposition early 1959. 

Rehabilitation project. City engaged in program to 
encourage individual property improvement. 

13 sales units. Land under contract with redeveloper. 
6 houses under construction. Applications ex- 
pected on completed houses. 


Rehabilitation project. 60 acres having approxi- 
mately 400 dwellings. Approximately 80 percent 
of houses rehabilitated using conventional financing 
on relatively minor improvements. Demonstra- 
tion house rehabilitated and mortgage insured to 
encourage program. 


1,327 sales units. Involves extensive rehabilitation. 


Ohi 


Pe! 
bi 





1,032 houses under rehabilitation to date, under | 


FHA commitments, 981 construction work com- 
pleted, and occupied. 


588 rental units. 
clearance 50 percent. 
loeal action. 

250 rental, 275 sales units. Land acquisition 96 per- 
cent. Demolition 90 percent. City negotiating 
with redevelopers for sale of land with some 
parcels under contract. 


Land acquisition completed. Site 
Land disposition pending 


117 rental units. Land acquisition complete. Land 
disposition pending. FHA having preapplication 
meetings with redevelopers. 
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Inactive section 220 certificates 


The following projects are in progress or completed without the assistance of 
FHA mortgage insurance: 


i Ts Oe. DEOIOWG a a opin wees tnd a cmnngindnn weg ePncnnden U-6-1 
ee Seite «cin be dy a insncndctendbucsskodedswece hay U-1-2 
New York City, N.Y.: 
DROID CL 5 cae oe ee evita ako << sob haesam sNadensecemene ee U-4+-1 
RAD MORRIE Achaia) oe loo esos wanlac saa e Muna an a dnn oaehn ce iee U-4-2 


Section 221 multifamily rental projects 








State and city Project Remarks 
hio: : 
Columbus..----..-.--- Southgage Manor sects. 1, 2, | 660 rental units: FHA commitments issued for 
3 Terrace Gardens. 2 sections of 187 units each with construction 


near completion. 286-unit 3d section under 
commitment and under construction. Com- 
pleted units now occupied. 


Ee eee ee ee Colredh Corp is cus~-cccauen 10 unit rehabilitation project under commit- 
ment and work underway. 
SURE, Acakidaseds Eastgate Apartments _ _.---- 180 rental units: FHA commitment issued and 


construction substantially completed. Com- 
pleted units now occupied. 


Youngstown---.....-- McGuffy Terrace........-.- 154 rental units: Commitment issued and con- 
struction nearing completion 
Cincinnati...........| Baltimore Development Co-| 20 rental units: Commitment issued. 
ee es Glenn Realty Co--...--- _....| 72 rental units: Commitment issued. 
NR... kacmeccees eee eee 499 rental units: Under commitment. 
Pennsylvania: Pitts- | Spring Hill Gardens...--..-. 209 rental units: Commitment issued and con- 
‘ struction nearing completion. 
District of Columbia: | Charken project..........--- 94 rental units: FHA commitment issued and 
Washington. construction underway. ,; 
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Mr. Asutry. Mr. Beverley Mason, do you know how many of these 
920’s have been completed, actually completed ? 

Mr. Bevertey Mason. Yes; that is all explained in detail in this 
report that I have here, the exact status of each of the 93 projects that 
have been certified. 

Mr. Asuiey. Well, how many of the 93 projects have been com- 
pleted? The program has been in effect about 5 years. How many 
projects have been completed ? 

Mr. Brvertey Mason. I do not have the total, but this set of sta- 
tistics here will show that. 

Mr. Asuury. Well, 1, 2, 3, 4 projects; how many have been com- 
leted in the 5 years, that is the question, how many 220 projects have 
een completed during the life of the program so far? What is so 

hard about that ? 

Mr. Brevertey Mason. Many of these projects have a great many 
units programed for the individual project, as many as 2,500 units 
programed in a single project. FHA mortgages have been insured 
with respect to sections of a large project. FHA housing has been 
completed under these mortgages. I can think of a number in New 
York where the projects are partially completed and those parts which 
are partially completed are completely occupied. I don’t have the 
figure readily available. The only figure I have is the number which 
we have insured which means either under construction or completed 
and occupied and I gave you that just a minute ago, and that was 8,450. 

Mr. Norman Mason. Mr. Ashley, FHA can give you this figure and 
will. I am sorry that we don’t have it here now. 

Mr. McDonovueu. Let’s clear up the point of whether they are com- 
pleted or not. There are many, many factors that enter into the devel- 
opment of one of these projects, a great deal of which is a matter of 
cooperation on the part of the city or the county in which you are 
doing the job, and the question of whether the Federal Government is 
dragging its feet or the communities are dragging their feet depends 
on whether it is completed or not ; doesn’t it ? 

Now, are we holding up the jobs in any instance or are we going 
as fast as we can ? 

Mr. Bevertry Mason. Mr. McDonough, it is my impression that we 
are abreast of the situation. 

With respect to these 93 projects which the cities have brought to 
the stage where they could a certified to us pursuant to section 220, 
with respect to those projects we are current. 

Mr. Ratrns. Let’s proceed, gentlemen. Relocation housing, Mr. Zim- 
merman. 

Mr. ZrimMeERMAN. Yes, Mr. Chairman. 

In order to increase the ability of section 221 to augment the supply 
of housing available to displaced families, provision is made in section 
112 for relocation rental housing to be built for profit including appro- 
priate community and commercial facilities, and for other modifica- 
tions of the section 221 programs. 

Mr. Rarns. I have just been handed a note saying Mr. Zimmerman’s 
nomination has just been confirmed by the Senate and he is no longer 
Acting Commissioner of FHA. [ Applause. | 

Mr. ZimMeERMAN. Thank you, Mr. ohne 
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I think that I could say that when I appeared before the Banking 
and Currency Committee on the Senate side on the question of con- 
firmation, I was a little more comfortable than I am here this morning 
in my new job. 

Mr. Rats. You may proceed. 

Mr. ZIMMERMAN. This new authority for profit development of sec- 
tion 221 rental projects supplements earlier authority for nonprofit 
projects. It should aid materially in the solution of a difficult aspect 
of major urban renewal undertakings, namely, adequate rental hous- 
ing for all displaced families desiring such accommodations. As a 
means to this end, the new program may be more effective than section 
207 because of basing mortgages on replacement cost rather than value, 
and because of programing, which relates construction to a need which 
has been analyzed for price and quality requirements. Both new and 
rehabilitated construction are contemplated for this program to pro- , 
vide a broad range of low and moderate rentals, consistent with the 
needs of displaced families. 


COST CERTIFICATION AMENDMENTS 


Section 113 amends the statute on cost certification so as to include 
new types of projects provided for under section 221 and under the new 
section 230 program for housing for the elderly, which is discussed 
below, and to adjust procedures with respect to new construction for 
projects for profit to the new replacement cost estimates, excluding 
general overhead and profit. 


VOLUNTARY TERMINATION OF MORTGAGE INSURANCE 


Section 114 adds section 229 to the National Housing Act, author- 
izing mortgagees and mortgagors to agree to terminate FHA insurance 
contracts under any mortgage insurance program without the present 
necessity for prepayment of the insured mortgage. Under present 
procedures, necessary refinancing costs for title examination and for 
recording of papers add substantially to total costs to the borrower. 
This proposal is consistent with a general philosophy of limiting FHA 
assistance to elements of risk which the private market cannot or will 
not assume. 

Mr. McDonoven. Let me interrupt there. In the event that there 
is such a termination, does the bonus if the loan is paid ahead of the 
maturity date, is it paid at that time? 

Mr. Norman Mason. The bonus would be paid. 

Mr. ZimMERMAN. A new section 230 is added to the National Hous: 
ing Act by section 115, providing a separate program for both profit 
and nonprofit sponsorship of rental projects for the elderly. 

Authority for nonprofit sponsorship of such projects is transferred 
from section 207, with modifications as follows: First, establishment 
of rental ceilings is no longer required, since such ceilings are not rele- 
vant to nonprofit operations; second, the requirement for economic 
soundness is omitted as not being appropriate; third, the expression 
“living unit” is employed instead of “family unit” to describe the 
accommodations to provided; fourth, mortgage amounts per unit 
may be increased by $1,000 per room if cost levels require such in- 
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crease; fifth, exemption from prevailing wage requirements is pro- 
vided both as an incentive to voluntary contributions of labor services 
and as a recognition of the opportunities to develop these projects in 
smaller communities where realistic determinations of prevailing 
wage rates for such projects are difficult because of lack of comparable 
construction activity; and sixth, a statutory maximum interest rate of 
5Y4 percent is provided as elsewhere in this bill for project operations. 

Supplementing the program for nonprofit projects for the elderly, 
provision is made in section 230 for profit-motivated projects of 
similar character. In view of the profit objective for such projects, 
mortgage amounts are limited to 90 percent of value, instead of re- 
placement cost; prevailing wage determinations are required, and 
provision is made to enable the Commissioner to control rents and 
charges as in other rental projects. 

Mr. Rains. Mr. Addonizio. 

Mr. Apponizio. Mr. Zimmerman, one of the modifications you sug- 
gest here is the exemption from prevailing wage requirements. Do 
you honestly believe that this Congress would accept that ? 

Mr. ZIMMERMAN. Well, I think, sir, that the only exemption we are 
proposing here—I think it is more one of administrative flexibility, if 
you have a nonprofit organization desiring to build one of these or- 
ganizations to house the elderly, all we are asking is that this volun- 
tary help which oftentimes is available to them be permitted, isn’t 
that right, Mr. Mason, and also the further reason that was covered in 
the statement. 

I understand—I might say that I am advised—that in some rela- 
tively remote areas you don’t have the basic statistics necessary to 
make your prevailing wage requirement effective and it is simply for 
these reasons that we are asking that this not be translated over into 
the new section which we are asking be the elder housing section. 

Mr. McDonoven. Would you yield, Mr. Addonizio? 

Mr. Apponizio. Yes. 

Mr. McDonovueu. The prevailing wage doesn’t apply in an instance 
where a labor union voluntarily offers to give its services to the chari- 
table institution and that would be more or less what this philosophy 
expresses, where labor is willing to help to build a nonprofit housing 
facility for elderly people. The prevailing wage doesn’t apply. 

Mr. Rains. The only thing that I see wrong with it, Mr. Zimmer- 
man, is that your proposal goes in the wrong direction. You know 
the reason we can’t get the housing for the elderly is that most of 
them are on social security, and most of them are poor, and you jack 
up the interest rates and then you increase the monthly rent so that 
the people that we are honestly and earnestly seeking to help can’t 
live in these units. 

I think it is a poor place to talk about raising interest rates on 
housing for old folks and I don’t think it has very good political 
implication as well, and it won’t help them. 

r. Norman Mason. Mr. Rains, this is a permissive rate and not a 
raise in the rate that we are asking for, if that is any differentiation. 

Mr. Avponiz10. We are very realistic up here and I think that they 
would probably raise the interest rate to 514. 

Mr. Norman Mason. Mr. Addonizio, in FHA in military housing 
you gave us permission to raise the rate to 414 percent, and we are 
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only at 444. We have not gone all of the way up on that. This isn’t 
to say that there isn’t pressure to have it done. 

Mr. ZimmerMAN. Mr. Chairman, although I don’t know as much 
about this program as I will a few months from now, I would like to 
say that I have been impressed very much with the increased activity 
in this area and the projects which I think even in the short space 
of the last year have been gotten underway, and we would be very 
happy tosubmit for the record this information. 

r. Rarns. We asked Mr. Mason for that and we will be glad to 
have it. You know out of 1014 million people over 65 years old, 
there are some people who can live down at the Statler, but that is 
not the people we are really interested in helping in this proposition. 
We are interested in helping the person who is either in a nursing 
home, which is included in this bil or is some place where his low 
monthly income will help him to meet it and I don’t see how a builder 
can build under the cost that is set here and then rent it to people 
who don’t have over $125 a month income, but that is something for us 
to argue out. If that is the answer to elderly housing in the adminis- 
tration’s bill, I will say it isno answer. 

Mr. Norman Mason. Let me say that there are, however, a lot of 
nonprofit organizations who are willing to make contributions from 
their feeling of responsibility to the public and toward this business 
of helping people who have substandard incomes. 

Mr. Rats. Let’s don’t get into this business of charitable institu- 
tions and poorhouses, though. We want to fix it where the man can 
pay his own rent if he possibly can instead of having somebody pay 
it for him. 

Mr. Norman Mason. I am not talking about poorhouses, sir. 

Mr. Apponizio. Mr. Chairman, the fact remains if you increase the 
interest rate, you are going to have higher rents. 

Mr. Norman Mason. There will be higher costs, yes, Mr. Addonizio. 

Mr. Apponizio. Higher rents. 

Mr. Norman Mason. Not necessarily. This depends upon the spon- 
soring organization whether it wishes to absorb some of it or not. 

Mr. Rains. You may proceed. You are on legal notice under 
section 512, but I guess that is nothing but a technical section. Now 
down to 117, “Extension of armed services housing program’? We 
don’t need to cover that. 

Mr. Apponiz10. I would like to ask a question, Mr. Chairman. 

Mr. Ratns. All right. 

Mr. Apponizio. I have been concerned for some time—I don’t know 
whether it has to do with this particular section, but about this 
regulation that FHA has that classifies or indicates that they can’t 
approve any commitments in a so-called one-industry area, and it has 
been brought to my attention on several occasions that particularly 
does this hold true in military areas, defense areas. 

I have several projects in mind that were brought to my attention. 
I think one is in Warner-Robbins, Ga., for example, where every 
outstanding citizen in the community urged that housing be brought 
to that area, and FHA has taken the position that it is a one-industry 
area. It is an air supply depot, and there are some 19,000 families 
located there. This airbase has just been consolidated. It is - 
understanding that it is the largest one in the world, and I would thin 
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that the present situation is such that it would certainly be there for 
some years to come. 

I would just like to know from FHA if they ever make any excep- 
tions to the rule, and if so, where and when and how, and under what 
circumstances. 

Mr. Mason. Mr. Addonizio, this is a problem. It is a problem not 
only in Warner-Robbins, Ga., but in the vicinity of Cape Canaveral, 
Fla., and in Congressman Rains’ own State and out in California 
where Mr. McDonough comes from, and also in other places. 

The point of the matter is that the FHA legislation which this 
Congress passed requires FHA to find economic soundness in its 
formal programs, and I think the Congress is intelligent in this. This 
is a proper approach, in my estimation, and I don’t think they have 
unnecessarily burdened any of us. Some condition arises such as in 
these areas that we speak about. These should not be a charge upon 
the rest of the program. This shouldn’t keep people in other parts of 
the country from getting—— 

Mr. Apponizio. You talk about economic soundness, and I would 
certainly think that those individuals who work there at that base— 
and I am talking about civilians now—that certainly they would have 
a worthwhile job and have a good income, and I think you classified 
it as a one-industry area, and on that basis it was not economically 
sound. I just think that there might be some particular cases where 
you could show exceptions to the rule, because of the factors involved. 

Mr. Mason. I think I should say that even in Warner-Robbins, Ga., 
and these other areas, there is a certain normal growth which FHA 
recognizes, but, of course, this is a normal growth which would be 
there without the military, and therefore the amount does not take 
care of the number of people who come to the community because of 
their jobs. 

Mr. Apponizi1o. Well, how are these people being taken care of 
down there? 

Mr. Mason. Well, they can be taken care of—for instance, in some 
cases where you get a lot of people into an area, the manufacturer 
who brings that group to the town does something about it. This has 
been done in lots of parts of the country. We have a law which pro> 
vides, for instance, in the case of the Cape Canaveral area, for the 
military to assume responsibility for mortgages, that is, for guar- 
anteeing mortgages for these people. And this law works well in 
these particular areas where the people want sales housing. If they 
want rental housing, it is not in the law, and that becomes another 
problem. 

Mr. Apponizio. Well, is there any major difference, in your opinion, 
and the opinion of FHA, in an area such as that, or one that has private 
industry? Do you do the same thing where private industry is in- 
volved ? 

Mr. Mason. We say the same thing to private industry. For in- 
stance, there is an area out in New Mexico where there is a 5-year 
contract to refine ore, and they would like to have a lot of houses 
built in this area, FHA-insured, because private capital doesn’t want 
to go in there because there is a great risk. 

Mr. Avvonizio. I think it is a very serious problem, Mr. Mason, 
and one that I think you should consider seriously and try to find 
solution to. 
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Mr. Mason. I agree with you that it is a serious problem. 

Mr. Apponizio. But there is no answer ? 

Mr. Mason. No; it is not a question of there being no answer. We 
worked with this Congress and got this special legislation which took 
care of the scientific people and such people as in Cape Canaveral. 
That proves that the problem can be met in ways like this. 

Mr. Rains. I might say to the gentleman from New Jersey that 
there is in the Congress—and, of course, it always winds up on our 
shoulders—a great deal of pressure from these various areas about a 
special type of housing. The Navy has just moved in 9,000 families 
to a polar ice base down in Charleston, 8.C., and the problem gets 
very heavy, so I don’t know, we may have to do something about it in 
this particular bill. 

Mr. Mason. You will remember, Mr. Rains, that we had a title 
IX program which handled problems just like this, and we had many 
examples of proper and good results from that, and Mr. Zimmerman 
will still be suffering from some of the bad guesses that were made, 

Mr. Ratns. We had both good and bad under it, but we have a real 
problem now in the shifting of defenses. I have been over to the 
Secretary of the Air Force. I have a similar problem in my own 
district. I have talked with him about it, and it is fair to say that 
they don’t know today where they are going to be tomorrow, ap- 
parently. I don’t mean that as criticism. 

Mr. Mason. I understand. 

Mr. Apponizio. I am not talking about these ones that would be 
changed around. I am talking particularly about an area where we 
can assume that it will be there for some years, probably after you and 
I are gone. 

(Discussion off the record.) 

Mr. Ratns. Suppose you file the rest of your statement. 

(Mr. Zimmerman’s statement is as follows:) 





STATEMENT OF JULIAN H. ZIMMERMAN, ACTING COMMISSIONER, FEDERAL Housine 
ADMINISTRATION 


Mr. Chairman and members of the subcommittee, it is a privilege to appear 
before you in my new position as Acting Federal Housing Commissioner in 
order to testify to the best of my ability concerning the provisions of pending 
legislation which pertains to Federal Housing Administration programs. 

The Administration has proposed a number of important modifications of ex- 
isting FHA insurance programs. I shall comment on them with references to 
section numbers in H.R. 3319. I shall also comment on various provisions of 
H.R. 2357 pertaining to FHA programs. 


TITLE I EXTENSION 


Section 101 of H.R. 3319 provides an indefinite extension of the FHA title I 
program for insurance of property improvement loans by removing the present 
terminal date of September 30, 1959. Modifications of this program since 1954 
assure that this program will operate on a financially sound basis with proper 
responsibility. The home improvement loan program is vital to the maintenance 
and improvement of existing housing and to the progress of urban renewal ef- 
forts throughout our urban areas. 

In order that builders, dealers, and lenders, as well as homeowners, may feel 
confident of the continuing availability of this program, the practice of periodic 
extensions should be discontinued. The program should be given the same kind 
of indefinite extension which the National Housing Act provides for mortgage 
insurance programs under title II. 
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FHA INSURANCE AUTHORIZATION 


The Administrator has already discussed the importance and urgency of. 
emergency housing measures represented by the identical House Joint Resolu- 
tions Nos. 36, 77, and 89. The urgent need for the relief afforded by the pro- 
posed joint resolutions cannot be overemphasized from the viewpoint of con- 
tinuing the present homebuilding activity. 

Equally important is the need for additional FHA insurance authorization and 
for that purpose section 102 of H.R. 3319 provides for removal of dollar limitations 
on the volume of insurance for the various FHA programs, exclusive of title 
VIII military housing. 

The Administrator has briefly touched on the general problems of insufficient 
insurance authorization which FHA encountered last fall. To meet this prob- 
lem, special conservation methods were devised by FHA. Where financing is 
sought by builders and real estate dealers in advance of finding a home buyer 
for new or existing houses, an agreement to insure, which does not use authoriza- 
tion, is issued in place of a regular commitment. These agreements are con- 
vertible at a later time to regular commitments for the benefit of the home 
buyer. The agreement to insure clearly states that it can be converted only 
when FHA authorization is available. 

The special procedures have succeeded in conserving and recapturing au- 
thorization for home buyers. At the same time, agreements to insure have 
been widely accepted by lenders and builders as a temporary basis for making 
financing arrangements for new construction. 

At the end of December, preliminary estimates show $1.05 billion of unused 
authorization and $1.5 billion of outstanding agreements to insure. With these 
outstanding agreements increasing at a rate of about a half billion dollars 
monthly and the available authorization now leveling off before turning down, it 
becomes a serious problem at what date field office processing will need to be 
curtailed. 

The requested $6 billion increase is estimated to be enough to cover the con- 
version or all outstanding agreements to insure which have been issued since 
mid-October, additional mortgage insurance applications through June 30, 1959, 
and a working margin of $1.3 billion to cover contingencies. 

Our present estimate of future application volume through next June assumes 
rates 10 to 15 percent smaller than last summer’s peak, but larger than the re- 
duced rate which followed the institution of the procedures for agreements to 
insure. 

Compared with seasonally adjusted annual application rates of 1,100,000 units 
for home mortgages from July to September, our present forecast anticipates an 
annual rate of 950,000 units from now until June 30. Last week, the seasonally 
adjusted rate reached 923,000 units. 

Several uncertainties affect the accuracy of this projection. Most important, 
increased prosperity and increased availability of mortgage funds might lead to 
more applications than estimated. The extent to which FHA insurance will sub- 
stitute for VA-guaranties, and the rate of expansion of the certified agency pro- 
gram are other important uncertainties which could result in more FHA in- 
surance. We may be wrong in our assumption that commitments will expire 
at a fairly level rate. We may need more new authorization than estimated if 
the average size of individual mortgage commitments has not leveled off. An- 
other factor is that new legislation affecting FHA insurance programs before 
June 30 could further affect our authorization requirements. 

As against these uncertainties which might raise our use of authorization, 
there is one major possibility of decline. Less authorization than estimated may 
be needed if the September-to-December decline in our application volume was 
caused only by continuing influences in the money market. We have attributed 
this decline in part to the introduction of the agreement to insure procedure. 

I wish to stress the importance of an ample insurance authorization, as op- 
posed to a closely figured one. Use of commitments without intervening 
agreements to insure is important to the smooth operation of the home building 
and financing industries. This can only be accomplished with an ample au- 
thorization. Finally, FHA administration is simplified if a day-to-day control 
of insurance authorization can be avoided. 

Unlike other programs where funds are allocated or distributed according to 
some formula, FHA insures all mortgages which meet standards prescribed by 
the Congress and by FHA regulations. By the nature of its programs, FHA has 
no means for the orderly scheduling of a predetermined volume of activity for 
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a given period of time. Private individuals and lenders determine the rise or 
decline in FHA activity in the light of their own needs and the financial and 
economic conditions in the Nation. 

The proposed change in the law would remove the danger that industry may 
be forced, on short notice and regardless of economic trends, to alter or abandon 
plans for home construction and financing because FHA insurance authoriza- 
tion is about to run out or has run out. 

The best way to protect the industry and the public from a recurrence of 
these difficulties is the removal of the dollar limitations on FHA’s insurance 
authorization. 

Section 107 of H.R. 2357 includes a provision making additional authorization 
available. The actual amount has been temporarily left blank. Because of the 
impossibility of accurately predicting program levels, we recommend removing 
the dollar limitation. However, even under the H.R. 2357 approach, it would 
appear, on the basis of recent experience, that an increase of at least $6 billion 
would be needed at once, and that another increase of at least $6 billion be pro- 
vided as of July 1, 1959. 

TECHNICAL AMENDMENTS 


Section 103 makes a number of technical amendments to home mortgage pro- 
grams. These are described in detail in the section-by-section analysis which has 
been made available to the subcommittee members. 


SECTION 203 MAXIMUM MORTGAGE AMOUNT 


Section 104 increases the maximum insurable mortgage amount for 1- ana z- 
family properties under section 203 from $20,000 to $25,000. This maximum is 
only 56 percent above that established in 1934 for such properties despite the 
fact that construction costs have about trebled in the meanwhile. The new 
maximum provides for maximum ratio loans on properties valued up to $30,000 
compared with maximum loans on values up to $20,000 under the 1934 statute. 

About one-fifth of the new homes in metropolitan areas are priced too high for 
the present maximum ratio FHA-insured loans. This recommended action would 
make FHA insurance available to a slightly larger section of the home buying 
public. The bulk of FHA operations will naturally continue in the field of low 
and medium priced homes. ' 

H.R. 2357 provides an unnecessary increase for three-family structures to $30,- 
000; raises loan-to-value ratios, with corresponding decreases in downpayments 
and increases the terms from 30 to 35 years. I do not believe the increase in three- 
family mortgage amounts; increased ratio of loan-to-value or increase in the maxi- 
mum term are desirable or necessary in view of the current high building volume 
and adequacy of present statutory limits to support that volume. 

H.R. 2357 also provides a major change by reducing the FHA mortgage insur- 
ance premium minimum from one-half of 1 percent to one-fourth of 1 percent. 
I do not believe that one-fourth of 1 percent will be a sufficient premium to 
adequately meet the need for providing actuarily sound insurance reserves and 
meeting expenses of the Administration. 

The second amendment of section 203 would make the trade-in house program 
more effective. It provides that a non-occupant-owner of an existing single 
family home may receive the Same maximum mortgage amount as an owner- 
occupant if the non-occupant-owner places in escrow 15 percent of the mortgage 
amount until such time as he sells the property to an owner-occupant. If prior 
to the 18th monthly amortization payment the property has not been sold to an 
owner-occupant, the 15 percent escrow would be applied to reducing the mortgage. 

In the residential housing market today a substantial part of new home pur- 
chasers already own a home and wish to acquire larger or improved accommo- 
dations to meet growing family needs. Most of them need to use their equity in 
the existing home as part of the downpayment on a new home. The proposed 
amendment would give the builder or realtor up to 18 months to resell the trade- 
in house and transfer the mortgage to the new purchaser and thus eliminate 
some of one set of closing costs. In the case of lower price properties, this saving 
can be equal to the FHA required downpayment. 


DEBENTURE PAYMENT FOR HOME-PROPERTY TRANSFER COSTS 


Section 105 authorizes FHA to reimburse mortgagees for expenses incurred in 
transferring home properties to FHA (deed preparation, notary fees, title evi- 
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dence, etc.) to the same extent that their foreclosure expenses are reimbursed. 
Thus, coinsurance is retained for these expenses in the same proportion as for 
foreclosure costs. This authority will materially assist in expediting the 
issuance of debentures. The dollar amount of such costs in typical home 
mortgage cases is small. 

SECTION 207 AMENDMENTS 


Section 106 makes several modifications of section 207. References to elderly 
housing are removed to be consistent with a proposal in section 115 for a new 
and expanded program in this field. The maximum interest rate is raised from 
4% to 514 percent in order that the Commissioner may set the interest rate at 
levels which allow these rental projects to be financed without operation of 
discounts. 

At the beginning of January, FHA field offices reported typical discounts on 
section 207 mortgages, ranging from 8 to 8 points, with 5 to 7 points as the most 
common discounts. On these 4% percent mortgages, a 6-point discount is 
equivalent to one-half of 1 percent in interest earnings. 

Since section 207 projects are developed by well-informed businessmen, financ- 
ing costs will be negotiated at minimum levels. By including the entire cost of 
the money in interest charges, FHA project analysis is simplified by avoiding 
consideration of discounts, sponsors of rental projects are relieved of uncertainty 
about the recoverability of these financing costs, and the possibility of interest 
saving through subsequent renegotiation is retained. Under conditions like 
those of recent years, the necessity for discount payments in lieu of interest 
adjustments can well be sufficient to discourage desirable rental developments. 
H.R. 2357 makes no provision for this flexibility of interest rates. 

The final amendment in section 106 authorizes a service charge by FHA equal 
to the mortgage insurance premium for project mortgages under all programs 
which are assigned to FHA. Presently, mortgagors might voluntarily default in 
the hope that the mortgage will be assigned to FHA and thus relieve the project 
of the cost of mortgage insurance. 

H.R. 2357 proposes changes in the section 207 program by increasing the maxi- 
mum mortgage ratio from 90 percent to 95 percent of value; increases the dollar 
mortgage limits per room from $2,250 per room to $2,850 per room and makes 
corresponding increases in other dollar ceilings. I do not believe these increases 
are desirable and I urge that they not be made. The present limitations, includ- 
ing the permitted high cost area adjustment, are adequate under present cost 
conditions. Increases in statutory limits have a tendency to attract sponsors 
to seek the higher limits, regardless of market demand or cost consideration. 


PREVAILING WAGE REQUIREMENT 


Section 107 extends the FHA rental program prevailing wage requirement 
to rental projects for profit built for elderly persons or for families displaced by 
governmental action, as provided in subsequent sections of this bill. 


COOPERATIVE HOUSING AMENDMENTS 


Section 108 provides two amendments for the cooperative housing program. 
The first adjusts statutory limitations on interest rates so that the management- 
type project mortgages would be the same as the proposed section 207 rate. 
Individual home mortgages would have the section 203 statutory limits. 

The second amendment authorizes inclusion of commercial and community 
facilities in investor-sponsored projects in the same manner as in management- 
type projects, since upon completion the objective is to convert the investor- 
sponsored project to a management-type project. 

H.R. 2357 liberalizes mortgage limits for cooperative housing, permits com- 
munity facilities to be included in sales-type cooperatives, authorizes cooperative 
mortgages for the purchase of existing properties, establishes mutual mortgage 
funds for management and sales cooperatives, and directs that FHA’s replace- 
ment costs include a 2-percent allowance for working capital. I urge against 
adoption of these proposals. 

I believe the increased mortgage amounts, as well as increased maximum 
ratios, are excessively high, undesirable, and will encourage high-cost or luxury- 
type construction with virtually no downpayments. 








102 HOUSING ACT OF 1959 


The inclusion of community facilities in sales-type cooperatives represents a 
preferential treatment for section 213 sales housing when compared to other 
sales housing programs. 

The administration opposes the proposal to permit insurance of mortgages for 
the purchase of existing properties on the grounds that the basic purpose of the 
administrative programs is either to add to the existing housing inventory by 
new construction or to improve such inventory by rehabilitation. 

H.R. 2357 would provide unusually long-term, low-interest financing, with 
little, if any downpayment, supported by FNMA: would enable one group of 
people to evict another group from existing rental housing, all of this without 
contributing to increasing or upgrading the country’s housing inventory. The 
requirement that FHA’s replacement cost estimate include an allowance of 2 
percent for working capital would result in excessively insured loans. 

I oppose the establishment of mutual mortgage funds for section 213, as, here 
again, the proposal would add to the already preferential treatment afforded 
section 213 by very long terms, low downpayments, and FNMA special assistance. 


MORTGAGE CEILINGS IN ALASKA, GUAM, AND HAWAII 


Section 109 removes uncertainty about FHA authority to extend to Alaska, 
Hawaii, and Guam maximum mortgage limits up to 50 percent above the high- 
cost-area limits for other areas. 


REPEAL OF SECTION 218 


Section 110 removes an authority to convert section 608 commitments to 
section 207 without additional fees. Since there are no more section 608 commit- 
ments, this authority no longer has any meaning. 


URBAN RENEWAL AMENDMENTS 


In section 111 of the administration bill, the first two amendments of section 
220 provide mortgage amount increases for one- and two-family properties and 
trade-in homes comparable to those established in section 104 for the section 203 
program. In addition, properties with 3 to 11 units are released from statutory 
mortgage amount ceilings and left to FHA control under the loan-value or loan- 
cost ratio limitations. This is a recognition of the variety of structures which 
may be encountered in urban renewal areas. 

Several improvements in the operation of the section 220 rental program are 
accomplished by eliminating statutory reference to a 10-percent builder’s profit 
for these projects and making a compensating change in the basis for computing 
maximum insurable mortgage amounts. By limiting mortgage amounts for new 
projects to 100 percent of replacement cost, exclusive of builder’s and sponsor’s 
profit and general overhead, mortgage amounts are controlled for builder-spon- 
sored projects without the troublesome factor of establishing or limiting the 
builder’s charges for overhead and profit. 

Three desirable changes are accomplished. First, comparable mortgage 
amounts will be computed in a specific proposal whether the sponsor be an 
investor or a builder. This change should significantly broaden interest in com- 
peting for urban renewal opportunities. Second, cost certification can be simpli- 
fied with respect to profit and overhead entries, without loss of administrative 
controls. And, third, flexibility in profit allowances on rehabilitation projects 
will be restored to the program with the removal of the rigid statutory ceiling. 

Two additional amendments are made for urban renewal projects. Costs 
of landscaping and other exterior improvements would be excluded from 
mortgage amount limits for dwelling purposes, but they would still be taken 
into account in relating aggregate mortgage to aggregate cost or value. This 
change will assure that desirable improvements of exterior appearance will 
not be sacrificed to the exigencies of construction cost conditions. 

Explicit provision is also made for inclusion in section 220 projects of com- 
mercial and community facilities which are appropriate to the urban renewal 
operations. Since several projects may make up a single urban renewal opera- 
tion, sound planning may well dictate a concentration of commercial or com- 
munity facilities in one or more individual projects. As compared with section 
207 operations, the planning and rehabilitation aspects of an urban renewal 
operation may dictate commercial or community facilities different from ordinary 
rental housing standards. Section 111 is intended to clarify congressional intent 
in these matters. 
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H.R. 2357 provides increased mortgage amounts and loan-to-value ratios for 
sales housing and further provides for upward adjustments of mortgage 
amounts for rental projects under the section 220 program. The proposed 
increases for one- and two-family sales units are consistent with the adminis- 
tration program and are justified. The increase for three-family units, I be- 
lieve, is unnecessary for the reasons mentioned in my comments on section 203. 

The upward mortgage adjustments for rental housing are considered un- 
desirable for the reasons stated in my comments on similar increases proposed 
by H.R. 2357 for section 207. 


RELOCATION HOUSING 


In order to increase the ability of section 221 to augment the supply of hous- 
ing available to displaced families, provision is made in section 112 for reloca- 
tion rental housing to be built for profit including appropriate community and 
commercial facilities, and for other modifications of the section 221 programs. 

This new authority for profit development of section 221 rental projects 
supplements earlier authority for nonprofit projects. It should aid materially in 
the solution of a difficult aspect of major urban renewal undertakings; namely, 
adequate rental housing for all displaced families desiring such accommoda- 
tions. As a means to this end, the new program may be more effective than 
section 207 because of basing mortgages on replacement cost rather than value, 
and because of programing, which relates construction to a need which has 
been analyzed for price and quality requirements. Both new and rehabilitated 
construction are contemplated for this program to provide a broad range of 
low and moderate rentals, consistent with the needs of displaced families. 


COST CERTIFICATION AMENDMENTS 


Section 113 amends the statute on cost certification so as to include new types 
of projects provided for under section 221 and under the new section 230 pro- 
gram for housing for the elderly, which is discussed below, and to adjust pro- 
cedures with respect to new construction for projects for profit to the new re- 
placement cost estimates, excluding general overhead and profit. 


VOLUNTARY TERMINATION OF MORTGAGE INSURANCE 


Section 114 adds section 229 to the National Housing Act, authorizing mort- 
gagees and mortgagors to agree to terminate FHA insurance contracts under 
any mortgage insurance program witout the present necessity for prepayment 
of the insured mortgage. Under present procedures, necessary refinancing 
costs for title examination and for recording of papers add substantially to 
total costs to the borrower. This proposal is consistent with a general philoso- 
phy of limiting FHA assistance to elements of risk which the private market 
cannot or will not assume. 


RENTAL HOUSING FOR THE ELDERLY 


A new section 230 is added to the National Housing Act by section 115, pro- 
viding a separate program for both profit and nonprofit sponsorship of rental 
projects for the elderly. 

Authority for nonprofit sponsorship of such projects is transferred from sec- 
tion 207, with modifications as follows: First, establishment of rental ceilings 
is no longer required, since such ceilings are not relevant to nonprofit operations; 
second, the requirement for economic soundness is omitted as not being appro- 
priate; third, the expression “living unit” is employed instead of “family unit” 
to describe the accommodations to be provided; fourth, mortgage amounts per 
unit may be increased by $1,000 per room if cost levels require such increase; 
fifth, exemption from prevailing wage requirements is provided both as an 
incentive to voluntary contributions of labor services and as a recognition of 
the opportunities to develop these projects in smaller communities where realistic 
determinations of prevailing wage rates for such projects are difficult because 
of lack of comparable construction activity; and sixth, a statutory maximum 
interest rate of 5% percent is provided as elsewhere in this bill for project 
operations. 

Supplementing the program for nonprofit projects for the elderly, provision 
is made in section 230 for profit-motivated projects of similar character. In 
view of the profit objective for such projects, mortgage amounts are limited 
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to 90 percent of value, instead of replacement cost; prevailing wage détermina- 


tions are required; and provision is made to enable the Commissioner to control 


rents and charges as in other rental projects. 


LEGAL NOTICE UNDER SECTION 512 


Section 116 provides that mail notification to the last known address of a 
person or firm will be effective as legal notice that FHA is considering action 
to list that person or firm as having knowingly violated the National Housing Act 
or related laws or regulations. This change is necessary in some jurisdictions, 


EXTENSION OF ARMED SERVICES HOUSING PROGRAM 


Section 117 provides extension of section 803 from June 30, 1959, to June 30, 
1960. This section authorizes insurance of mortgages on rental housing projects 
built at military installations on the basis of certifications of need by the Depart- 
ment of Defense and project plans developed by the military installation. 

This section increases maximum permissible interest rates under title VIII 
in line with changes proposed for other multifamily programs. It also authorizes 
the Commissioner to reduce insurance premiums with respect to Wherry projects 
acquired by the Defense Department. This latter provision parallels authority 
for such reductions already provided for Capehart-Rains projects. 

In H.R. 2357 there is a provision for section 203(i) mortgages to cover existing 
dwellings as well as new construction and to increase the maximum mortgage 
from $8,000 to $9,000. The proposal to make section 203(i) cover existing prop- 
erties is not opposed by FHA but I believe the increase in maximum mortgage 
amount is undesirable since its only effect is to dilute FHA standards on location 
and construction for homes which, in many areas, are in the broad middle 
range of home prices. Such relaxing of standards should be strictly limited 
to lowest cost homes, 

AVOIDANCE OF FORECLOSURE 


H.R. 2357 authorizes FHA to acquire defaulted home mortgages if that action 
will avoid foreclosure and to approve extensions of periods of default under 
certain conditions, assuming the burden of interest loss from the date of such 
approval if foreclosure later is necessary. 

We do not favor the adoption of these proposals. First, FHA now has ample 
authority to extend periods of default prior to foreclosure if mortgagees consider 
the chances good that the mortgagor can resume repayment of the mortgage. 
It is desirable, however, that lenders have the incentive of prospective interest 
losses both to assure proper servicing of loans and the exercise of judgment in 
appraising the likelihood of curing the default. 

Second, without material additional benefit to borrowers both proposals in- 
crease the benefits to lenders at the expense of FHA insurance funds. Interest 
losses under both procedures are presently risks by lenders as part of the cer- 
tificate of claim amount. In the case of mortgages assigned to FHA, the agency 
assumes from the lender both the burdens of servicing and the part of prospec- 
tive expenses of foreclosure which would otherwise be covered by the certificate 
of claim. 

The FHA program now properly puts reliance on the local lender for servicing 
defaulted mortgages. He is both acquainted with all aspects of the transaction 
and properly located and staffed to serve the borrower's needs best under emer- 
gency conditions. 


Mr. Ratns. Do you have any other questions? We are running a 
little late, and the chairman of the committee wants to see me. 

We appreciate your being before us, Mr. Zimmerman. We will see 
you again this afternoon, Mr. Mason. 

We will be in recess until 2 o’clock. 

(Whereupon, at 12:30 p.m., the subcommittee recessed to 2 p.m. of 
the same day.) 

AFTERNOON SESSION 


Mr. Rays. The committee will be in order, please. 
We will start this afternoon with Mr. J. Stanley Baughman, presi- 
dent of FNMA. 
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‘ I note as to some of the witnesses scheduled for this afternoon that 
we went over their material considerably with them this morning. 
We will try to keep from going over the same things again. You 
might look over your statements and this afternoon try to give us 
things we haven’t covered already. 

Mr. Baughman I am glad to see that you got out of Chicago in that 
snowstorm the other night. 

Mr. Baveuman. Thank you, soam I. 

Mr. Rarns. It is nice to have you here before the committee and 
we will let you proceed with your statement. 


STATEMENT OF J. STANLEY BAUGHMAN, PRESIDENT, FEDERAL 
NATIONAL MORTGAGE ASSOCIATION 


Mr. Baveuman. Mr. Chairman and members of the committee, I 
appreciate this opportunity to discuss the legislative proposals affect- 
ing FNMA that are included in H.R. 1052, H.R. 2357, H.R. 2385, H.R. 
9793, H.R. 2859, and H.R. 3319. 

Because of basic similarities of H.R. 1052, H.R. 2385 and H.R. 
9859 to the bill introduced by Mr. Rains, H.R. 2357, it was my con- 
clusion that our views with respect to the several subject matters 
could generally be expressed by relating them to H.R. 2357. 

First, as a brief background, let. me state that FNMA is a mixed- 
ownership corporation with its common stock owned by private share- 
holders and its preferred stock owned by the Treasury. The asso- 
ciation is engaged in the business of purchasing, managing, and sell- 
ing FHA and VA residential-type mortgages. We have three port- 
folios of mortgages. The three portfolios result from three separate 
and different operations, namely (1) the regular business-type ac- 
tivity financed almost wholly by private money, which in time is to 
become privately owned, called the secondary market operations, 
(2) the special assistance functions which are operated for the Gov- 
ernment, with Treasury money exclusively, to accomplish various 
broad national housing policies or objectives, and (3) the management 
and liquidating functions, which provide for managing and liquidat- 
ing, for the account of the Government, the portfolio of mortgages 
resulting from operations prior to November 1, 1954. 

Section 301 of H.R. 2357 and section 201 of H.R. 3319 have the 
common purpose of increasing the existing maximum amount limita- 
tion, which restricts FNMA’s purchases to mortgages that do not 


_ exceed $15,000 in original principal amount for each family resi- 


dence or dwelling unit. Under both bills the limitations would con- 
tinue not to apply to purchases of armed services housing mortgages 
insured under section 803 of the National Housing Act or mortgages 
on properties in Alaska, Guam, or Hawaii. However, H.R. 2357 
vould otherwise raise the limitation from $15,000 to $18,000, under 
both the secondary market operations and the special assistance func- 
tions. In distinction, H.R. 3319 would otherwise raise the limitation 
to $20,000, but the new ceiling would apply only to purchases under 
the secondary market operations. 

Under the privately financed secondary market operations, the 
existing $15,000 ceiling effects a denial of FNMA’s services with re- 
spect to a substantial volume of mortgages which should properly, 
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we think, be within the scope of our responsibilities. The problem 
is particularly acute in the case of mortgages on properties located 
in the larger cities and in other high cost areas where prices are con- 
siderably higher than for the Nation as a whole, and also, generally, 
in the many instances of mortgages covering homes for larger fam- 
ilies. We recommend approval of the $20,000 figure, to be applicable 
as provided in section 201 of H.R. 3319. 

With respect to the Government-financed special assistance func- 
tions, it is our view that the existing $15,000 ceiling should properly 
be continued. We have found that the various types of mortgages, 
with respect to which Government special assistance is needed and 
should be given, are mainly those of lower principal amounts with 
relation to the family residences or dwelling units covered. 

The possible implications of the new proposal contained in sub- 
sections (a) and (b) of section 302 of H.R. 2357 deserve the most 
careful consideration, we believe. The proposal relates to the business- 
type secondary market operations, which now have the purpose to 
provide supplementary assistance to the general secondary mortgage 
market “by providing a degree of liquidity for mortgage investments, 
thereby improving the distribution of investment capital available 
for home mortgage financing.” The new proposal would add “and 
by aiding in the stabilization of the mortgage market.” 

The proposal would also strike out of the corporate charter the 
present basic pricing criterion which states : 

In the interest of assuring sound operation, the prices to be paid by the 
Association for mortgages purchased in its secondary market operations under 
this section, should be established, from time to time, within the range of 
market prices for the particular class of mortgages involved, as determined 
by the Association. 

We think it would not be proper that such an organization as 
FNMA’s secondary market operations, which are financed in the 
main by private funds and with respect to which there are corporate 
shareholders apqrarhes | more than 4,700, should be expressly directed 
to accomplish a typically governmental objective of planned “aiding 
in the stabilization of the mortgage market.” 

It is our judgment that the proposal is both unnecessary and unwise. 

The proposal is not necessary because FNMA/’s continuing pur- 
chases in sizable volume, which have on occasion exceeded $1 billion 
a year, made “within the range of market prices,” are already con- 
tributing significantly to promote stability in the general secondary 
mortgage market. It is natural and, indeed, inevitable that they 
should do so. It can hardly be questioned that, except by reason of 
the volume and continuity of FNMA’s activities under the secondary 
market operations, market prices would have been less favorable and 
market fluctuations more pronounced. 

The proposal is unwise, in our opinion, because of possible impli- 
cations that the provision intends with respect to this business-type 
privately financed operation a “planned” stabilization resembling 
the types that from time to time have been established in other fields 
through Government-financed arrangements. In this instance we 
are convinced that it would be wrong to require FNMA, in its rela- 
tionships to its 4,700 shareholders—having no voting rights—that 
hold an equity investment of more than $38 million, to perform any 
act not wholly consistent with their interests. 
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They acquired their stock in good faith and in reasonable reliance 
upon a continuance of customary and accepted businesslike operations 
of the type provided for in the corporation’s congressional charter. It 
is our opinion that enactment of the proposal would have an adverse 
effect. on the market value of the capital stock, issued and to be issued. 
We believe that investors generally would have the attitude that 
FNMA’s corporate organization lacks stability, and that such an atti- 
tude would make more difficult the essential future sales of corporate 
debentures of the secondary market operations. There are now out- 
standing $1.1 billion of such secondary market operations debentures, 
having terms up to 10 years. 

In consequence that the proposal is unnecessary and unwise, we 
strongly urge that subsections (a) and (b) of section 302 of H.R. 2357 
not be approved. 

Section 302(c) of H.R. 2357 would amend existing law to provide 
expressly that the requirement for the reduced-price type of secondary 
market operations commitment that applies now in relation to the 
construction of new housing shall apply as well in relation to the sale 
of existing housing. We endorse the action of the Congress in 1956 
in incorporating the present provision designed “to facilitate advance 
planning of home construction,” in that encouraging the construction 
of new homes serves to increase the overall available supply of housing. 
Since such an absolute advantage does not accrue from the sale of 
existing houses, it must be questioned whether the much more limited 
requirements of the new-house field ought not to receive priority with 
respect to FNMA’s commitments. 

With respect to FNMA’s special assistance functions, section 303(a) 
of H.R. 2357 adds language that : 

Any authorization by the President to the Association to make commitments 
to purchase. and to purchase mortgages insured by the Federal Housing Commis- 
sioner on housing in urban renewal areas shall include mortgages insured under 
section 213 on projects in such areas. 

I wish to bring to the attention of the committee that this proposal 
is not necessary, in that procedures have been and are now available 
under the FNMA urban renewal special-assistance program for com- 
mitments and purchases of section 213 mortgages covering cooperative 
housing located in urban renewal areas. 

I might add there, Mr. Chairman, that they start out initially as a 
220 or 221, and can be converted to 213. 

Mr. Ratns. What you are saying is that you are already doing what 
we have tried to put into the language? 

Mr. BaucuMan. We are now shortening our procedure whereby in 
urban renewal areas they can start out with a 213, so that will take care 
of that particular situation. 

As the committee knows, the former mandatory par-purchase-price 
provision, under the Government-financed special assistance functions, 
expired by its terms in August 1958. However, FNMA continues to 
be restricted as to fees and charges, that is (a) they may not exceed 
an aggregate of 114 percent of the mortgage amount, and (0) any 
initial fee for a commitment contract may not exceed one-half of the 
aggregate. H.R. 2357, section 303(b), would reinstate for a period of 
more than a year, through September 30, 1960, the former mandatory 
par-purchase-price provision, on the one hand; on the other hand, it 
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would intensify the problem resulting from the existing inflexible 
limitations on fees and charges by establishing even lower new max- 
imum fees and charges, as follows: 

(a) They may not exceed an aggregate of 1 percent of the mort- 
gage amount, and (b) any initial commitment fee may not exceed 
one-quarter of the aggregate. 

In lieu of the foregoing, we urge the adoption of section 202 of 
H.R. 3319. Py contrast, it would give FNMA appropriate discre- 
tion to determine special-assistance purchase prices, and also fees and 
charges, as was initially provided in 1954 in the present FNMA 
Charter Act. 

It is our belief that the Federal Government acting through 
FNMA, under its special assistance functions, should always en- 
courage and, when necessary, should supplement private investment 
in the mortgages with respect to which EN MA special assistance is 
available; it should never discourage or supplant private investment 
in such mortgages. Inflexible statutory controls on prices, and also 
on fees and charges, have in the past made it difficult, and at times 
impossible, for private investors to compete with Government-Fi- 
nanced purchases of even the more desirable of such mortgages. One 
of our practical difficulties at the present time is that, because of the 
inflexible provisions relating to fees and charges, the maximum com- 
mitment fee cannot exceed three-fourths of 1 percent. The usual 
rate for comparable commitments issued by private institutions is 1 
percent. With respect to the Government’s funds the commitment 
fee should be no less. Under H.R. 2357, in sharp contrast, the com- 
mitment fee could not exceed one-fourth of 1 percent. 

The great preponderance of mortgage money in this country has 
always come from private sources. It is imperative that there be a 
constant awareness that in the long run substantially more financing 
will be available even for the special-assistance types of mortgages, 
if private investment in them is encouraged rather than discouraged. 
For example, financing aggregating billions of dollars will be re- 
quired in the course of attaining even the current objectives of urban 
renewal undertakings. 

We feel certain that this committee and the Congress realize and 
intend that these undertakings should be financed in the main by the 
funds of private investors; and are aware that the Federal Treasury 
should not be required to carry the full burden. Assuredly, in the 
case of urban renewal mortgages, as an example, FNMA should be 
authorized without delay to endeavor to do its part toward the cre- 
ation of an investment environment attractive to private funds, by 
exercising prudent management discretion with respect to purchase 

rices, fees, and charges, under the special assistance functions. We 
10pe the committee will give careful and favorable consideration to 
section 202 of H.R. 3319. 

With further relation to FNMA’s special assistance functions, 
section 303(c) of H.R. 2357 would increase FNMA’s existing au- 
thority to purchase mortgages covering consumer-type cooperative 
housing. he increase would be in two increments of $75 million 
each. The fact is that of the $50 million provided as long ago as 
July 1957 for this purpose, there is unused at the present time more 
than $35 million. In our opinion, the increased amounts proposed 
are not needed at this time. 
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Section 303(d) of H.R. 2357 would increase by $500 million the 
present $1 billion authorization in section 305(g) of the FNMA Char- 
ter Act which qualifies for special assistance certain types of mort- 
gages that do not exceed $13,500. This billion dollar authorization, 
provided by the emergency housing legislation of April 1, 1958, was 
enacted by the Congress as an antirecession measure. In the light of 
the economic upswing of recent months, we think it is clear that the 
proposed expansion of this antirecession authorization is unnecessary. 

In present circumstances, having in mind the ready availability of 
other FNMA funds, both for special assistance and under the second- 
ary market operations, we must conclude that there is no present need 
for Government special assistance to mortgage housing credit gen- 
erally. We recommend, therefore, that the proposed one-half billion 
dollar increase in this authorization not be enacted. 

I should explain at this point that we are not recommending any 
additional expansion of the special assistance functions authority at 
the present time. There is now a $950 million revolving authority 
usable at the discretion of the President of the United States. Of the 
funds already allocated by the President, some $206 million was not 
obligated at December 31, 1958. An additional amount of $432 mil- 
lion was available for allocation by the President. Consequently, ap- 
proximately $638 million of the authorized $950 million is at the 
present time either available in fact or by allocation. 

Section 304 of H.R. 2357 provides for the establishment of a new 
lending activity under the secondary market operations, which would 


_ bein addition to the existing purchasing activity. We understand that 


under the proposal FNMA would make loans to mortgage holders, of 
relatively short duration and secured by FHA and VA mortgages. 

Up to now, lending operations of this type have been adequately 
handled by private banks, and we know of no reason why the same 
situation should not prevail in the future. In connection with this 
subject the attention of the committee is invited to a closely related 
established FNMA procedure under which mortgagees can raise cash 
on their mortgages and at the same time retain potential control over 
the mortgages for a period of time. Thus, if a mortgagee wishes in 
effect to borrow funds on the security of mortgages, it may sell the 
mortgages to FNMA and request an “option contract.” The option 
contract gives the mortgagee the contractual right to repurchase the 
mortgage at any time during the following 9 months at the same price. 

Because it appears that private lending institutions will meet this 
type of credit need, and because of the availability of FNMA’s option 
contract procedure, we must recommend against enactment of this 
proposal. However, in the event the committee should nevertheless 
decide to recommend to the Congress the establishment of a new lend- 
ing activity under FNMA’s secondary market operations, I shall at 
this time comment briefly on some aspects of section 304 of the bill 
as now written. 

The section now prescribes that any such loan shall bear interest 
“at a rate not in excess of the rate payable under the mortgages repre- 
senting the security for the loan.” As the committee knows, funds 
employed in FNMA’s secondary market operations are obtained by 
borrowings from private sources, and competitive yield rates must 
be paid by FNMA. 
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From a practical standpoint, FNMA could not lend funds at less 
than the cost to FNMA. Accordingly, charges made by FNMA in 
the form of interest should not be determined in the light of the un- 
related interest rate or rates borne by the mortgages that constitute 
the collateral. We would urge, therefore, that the interest rate. pro- 
vision should be changed to read substantially “at a rate consistent 
with general loan policies established from time to time by the corpo- 
ration’s board of directors,” so that there would remain in the board 
of directors necessary discretion to make the lending activity fully 
effective. 

The section includes a provision that any such loan “shall not ex- 
ceed 95 percent of the market value of the mortgages se-uring the 
loan as determined by the prices paid for similar types of mo» gages 
purchased by the association under this section.” The purpose 1s, of 
course, to establish the maximum ratio of a loan to the security. In 
the interest of simplification of operations, we suggest the use as a 
base of the unpaid balance of the loan rather than market value. The 
provision could state, for example, “shall not exceed 90 percent of the 
unpaid principal balances of the mortgages securing the loans.” If 
the market value of a $100 (unpaid principal balance) mortgage were 
$95, for example, a maximum 95 percent loan would be $90.25; 90 per- 
cent of the unpaid principal balance would permit a substantially 
equal maximum loan of $90. 

We would also recommend that there should be added to the section 
a provision empowering FNMA to establish by contract simple uni- 
form procedures for the settlement or extinguishment of possible 
local redemption or similar rights of borrowers in the security for 
the loans, arising upon default. I am counseled that there is a high 
degree of divergence among local laws in this respect, and that a pro- 
vision of the recommended type would be of material help to reduce 
operational problems. 

There are other matters of a technical nature, with respect to this 
section 304 of H.R. 2357, that should receive attention if this commit- 
tee were to endorse the substance of the proposed FNMA lending 
activity. We stand ready, and request the opportunity, to assist the 
committee, through its staff, in arriving at suitable final statutory 
language. 

We endorse the proposal contained in H.R. 3319 which would per- 
mit some increased latitude in the investment of FNMA corporate 
funds that, from time to time, may be in excess of immediate operating 
needs. For example, any excess funds arising from the sales of mort- 
gages should be gainfully employed in such a manner as to offset, to 
the extent practicable, the interest cost to FNMA of borrowed op- 
erating funds. It is to be remembered that FNMA operates almost 
exclusively on borrowed funds for which it must pay interest. 


The immediate purpose of the proposal is to qualify for temporary | 


investment by FNMA the so-called Federal agency obligations, of 
which Federal intermediate credit bank debentures and Federal home 
loan bank notes are typical. They carzy very high investment rat- 
ings, second only to U.S. Government obligations. 

Although they carry a high degree of marketability, FNMA would 
generally acquire only obligations having an early maturity con- 
forming with the time when the funds will be needed for mortgage | 
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purchasing. These types of obligations usually afford a higher re- 
turn than Government securities of comparable term, and would more 
nearly achieve the objective of offsetting FNMA’s interest costs. 

The final proposal affecting FNMA that appears in H.R. 3319 is 
contained in section 204. It would authorize the association, under 
its management and liquidating functions, if the need arises, to acquire 
any mortgages from the Housing and Home Finance Agency or its 
constituents. Instances may arise in which it will be more practical 
to transfer the mortgages to FNMA, which has nationwide mortgage 
servicing facilities already established, than to attempt to maintaim 
unnecessary duplicate facilities. Provision is also made for the trans- 
fer of incidental authorizations, limitations, and funds of the trans- 
feror agency. 

While the amendment is for the long-range broad purpose I have 
mentioned, its immediate objective is to make it possible for the Public 
Housing Administration to be relieved of, and for FNMA to assume, 
the ownership, servicing, and sale of certain mortgages acquired or to 
be acquired by PHA in connection with the liquidation of various 
Government housing programs. The bulk of such mortgages resulted 
from the sale of Lanhan Act projects that were constructed to pro- 
vide housing for persons engaged in World War IT national defense 
activities. 

I believe that the committee and the Congress will be in agreement 
with us that this proposal is in the interest of the efficient management 
and liquidating of the mortgages, and should be approved. 

I shall now comment briefly on H.R. 2793, a bill which applies only 
to FNMA and which, according to its title, would prohibit FNMA, 
“in the performance of any of its functions, from selling any mort- 
gage for less than the price at which it purchased such mortgage.” 

It is our understanding that the bill was intended to be somewhat 
less comprehensive; that it was intended to apply to the management 
and liquidating functions rather than to all of FNMA’s operations, 
and that its purpose was to effect a temporary postponement of action 
under a 1960 budget proposal of the President of the United States 
as stated on page 303 of the budget for the fiscal year 1960, as follows: 

Sales of mortgages from the (FNMA) management and liquidating portfolio 
are estimated at $10 million during 1959 and $335 million for 1960. The 
estimated increased sales volume in 1960 as compared with 1959 is predicated on 
a plan which under Federal National Mortgage Association will effect the 
exchange of mortgages from this (management and liquidating) portfolio for 
alike dollar value of privately held Treasury bonds. 

It would be the purpose of the temporary postponement, presum- 
ably, to permit time to study the proposed exchange of mortgages for 
Government bonds. 

We are, of course, much concerned with the bill in its present com- 
prehensive form, in that it would—unnecesésarily, we think—com- 
plicate operating procedures in connection with day-to-day normal 
sales and potential sales of mortgages not only under the management 
and liquidating functions but also under the special assistance func- 
tions, and, especially, under the business-type secondary market 
operations. 

We invite the committee’s attention to the facts (a) that the budget 
proposal covering the proposed exchange of mortgages for Govern- 
ment bonds relates to the fiscal year 1960 and that accordingly, in 
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any event, no final action would be taken prior to July 1, 1959, and | 
(6) that the budget proposal by its terms relates exclusively to mort- | ¢& 
gages held in the FN management and liquidating portfolio, re 
for the account of the Federal Government. pe 

We suggest for the consideration of the committee that the ob- th 
jective of a temporary postponement of action in relation to the 
budget proposal is already in hand, since no final action would be | be 
taken prior to July 1, 1959. 

In the foregoing circumstance and, in any event, because technical u 
changes in the bill would be called for, we urge strongly that it not b 
be approved. 

I should like to close my testimony by commenting briefly on the be 
accomplishments of the secondary market operations. In the last 
2 years the flexibility and effectiveness of the secondary market : 
operations in meeting the pressing financial requirements of the W 
housing industry have been generously demonstrated. FNMA has C0 
been continuously in the market for FHA and VA mortgages. When be 
the market eased and the need for liquidity of mortgage investments | ¢h 
lessened, mortgages were purchased by private investors from the | op 
portfolio of the secondary market operations. ot 

FNMA issues commitments of the type I have already mentioned | ym 
that are the supporting basis for local mortgage lenders to make 
construction loans; such a procedure materially facilitates advance | ¢, 
planning of home construction. I have also explained the means | », 
we have provided by which mortgages can raise cash on their mort- | 
gages and at the same time retain potential control over the mortgages pr 


for a period of time. les 
It is worthy of special note that FNMA’s secondary market opera- | eq 
tions are a means by which private investment funds not heretofore 
available for mortgages are being made available for that purpose, pr 
an aspect of these operations that is often not realized. Among the ju 
funds referred to are those of personal trusts, retirement and pen- yo 


sion trusts, insurance companies, and the like. Investments by such | gh 
entities in the debenture obligations of the FNMA secondary market | gi 
operations, which finance the bulk of our purchases, constitute, in | 9¢ 
effect, investments in mortgages. By this means the managements , yg 
of these private funds may invest in mortgages, and at the same. | fp, 
time avoid the considerable operating and management burdens of | 
mortgage ownership. th: 

At December 31, 1958, FNMA’s purchases of mortgages under | 
the secondary market operations amounted cumulatively to $1.941 | an 
billion. During calendar year 1957 alone, when the money market | 
was extremely tight, the purchases slightly exceeded $1 billion. Since 4} 
the inception of the authority to make commitments in August 1956, pr 
we have entered into contracts aggregating $243.7 million. The 
cumulative amount of sales of mortgages at the end of calendar year 
1958 was $473.5 million. 

FNMA’s present financial position under its secondary market | 4, 
operations is favorable. The capital, surplus, and borrowing au- | 4, 
thority—the borrowing authority is 10 times the sum of the capital | 4, 
and surplus—provide a total purchasing potential of about $2.86 | 
billion. Of this total, approximately $1.4 billion, or about half, is | 
not employed at this time and may be considered available for mort- | 

| 





gage purchases and commitments. This amount, taking also into 
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consideration additional amounts that will be provided by further 
common stock subscriptions, by additions to surplus, and by the 
resultant tenfold borrowing leverage, together with the proceeds of 
portfolio liquidation, should be adequate to meet expected needs for 
the forseeable future, in our opinion. 

We believe that FNMA, acting within essential limitations, has 
been rendering the greatest possible assistance in the problems of 
home financing. In our opinion the experience we have gained fully 
justifies the conclusion that the seagate me principles incorporated 
y the Congress in the FNMA Charter Act were soundly conceived. 

Mr. Chairman, I have concluded my prepared statement. I shall 
be glad to answer any questions about FNMA. 

Mr. Ratns Mr. Baughman, you are getting to be an old pro at 

resenting FNMA to this committee, and you do a very good job. 
Without going into a great many details, basically it is still your 
contention, even though you say in your statement that FNMA has 
been very helpful, with which I will agree, in helping to smooth out 
the peaks and valleys, that you are still afraid of the word “stabilize” 
or getting close to the market when the market may be dropping for 
ee causes. Isn’t that really the philosophy of part of your state- 
ment ¢ 

Mr. Baveuman. No, I think as a result of what we do we do aid in 
the stabilization, but I don’t think that. it ought to become our prime 
motive. I think what we do aids in stabilization. 

Mr. Rarns. One other point. You say 1 percent is the charge of a 
private corporation engaged in the business, and this should be no 
less. I would like to know if it requires 1 percent in order to take 
care of the cost of the operation. 

Mr. Baucuman. Well, of course, they pay for that service, that 
privilege of tying up that money for that length of time, and I am 
just as much interested as you in getting these jobs done, and I think 
you can get them done, but we differ a little on what the approach 
should be. Basically, if you do anything, you have to get these out- 
side people, private interests, interested in these things, and as long 


as they can’t compete with us, naturally everything is going to come to 


us. Now, how do you get around that? It is not by lowering our 
fees and charges when their fees are higher. 

Mr. Rarns. The truth is your fees and charges are usually higher 
than theirs, this 114-percent maximum ¢ 

Mr. BAaucuMan. I wouldn’t think so, considering prices and fees 
and charges. 

Mr. Rarns. I have a hard time understanding that. I don’t see 
why the Government—of course, we like to talk about this being a 


_ private corporation, but you and J know that there is some Govern- 


| 


| 


ment supervision and Government involvement, and so forth, and 
as such, since it reflects itself finally to the man who makes the mort- 
gage, I have always had the feeling that these costs and charges 
should be reasonable. But I can’t see why we should worry about 
the competitive angle. It seems to me we should worry more about 


| how much it costs the borrower in the final amount, and if we could 


reduce the charges, would it not be reflected to some degree in what 
would happen to him ? 
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Mr. Baveuman. Yes, but I ask you, still, how are you going to get 
the outside people in to do that? That is approaching it from your 
angle of setting minimum fees and charges so it will cost the borrower 
less. On the other hand, how are you going to get private capital in 
if they won’t go along on that basis? 

Mr. Rarns. I have an idea that they would go in, but I don’t know 
that. I will ask you one other question. We seem to do a good job 
with the $2 billion or the $1 billion special assistance authorization 
that we had last April. Don’t you ascribe a lot of the rise in housing 
to the fact that FNMA moved in under that emergency legislation? 
Didn’t that have a lot to do with the housing starts we accomplished 
in the year just gone by ? 

Mr. BaucuMan. There is no doubt about it. 

Mr. Rarns. I agree with you on that. I don’t think anybody can 
doubt that. I notice you give some suggested changes in certain sec- 
tions, and I think some of your changes may be helpful and have more 
wisdom than I have, so we are going to look very carefully into that 
part of your statement with reference to that particular item. 

I have a question now for Mr. Mason. I am not going to ask you 
any more questions, Mr. Baughman. 

Mr. Mason, I have been impressed since the fall months in reading 
the papers and seeing that you have echoed my sentiments that one of 
the real dangers in this country in this mortgage credit business is 
second mortgage financing. What is the situation with reference to 
that now? Is it prevalent or is it growing? Are there many loan- 
type second mortgages backing up conventional loans? 

Mr. Mason. Mr. Rains, a year ago and previous to that this was in 
a growing position. In the fine market we had along in the middle 
of May, June, and last year when money was readily available, we 
noticed a decline in the number of complaints that we found in our 
local insuring offices about tendencies this way. Frankly, I would 
suspect that we should begin to look very carefully for this again as 
money becomes a little harder to find. 

Mr. Rarns. In other words, if the money hardens even to a degree, 
we can look for some more of this rather wild second mortgage 
financing; isn’t that a fact ? 

Mr. Mason. I am sure that this is one of the natural conclusions 
that follow a tightening in the availability of funds. 

Mr. Rarns. We would appreciate it very much if during the year, 
as these reports come to you, you will keep the committee informed 
as to what the trend may be turning to and what it looks like. 

Mr. Mason. Mr. Rains, I will be very happy to do this. 

Mr. Ratns. Mr. McDonough. 

Mr. McDonoven. I appreciate your statement, Mr. Baughman. 
Are we maintaining the position of preventing FNMA becoming com- 
petitive in the private market ? 

Mr. Baucuman. Yes, I think that is the strength of my statement, 
that we would not like to get too competitive, not charge less price for 
our services than the private market does. Thereby we would like to 
bring the private market in. 

Mr. McDonoven. In other words, you are in that position now, you 
are maintaining that position and you believe that the proposal in 
Mr. Rains’ bill would jepoardize that position to some extent ? 
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Mr. Bavguan. I think in Mr. Rains’ bill he recommends par pur- 
chase and the limitation of fees to 1 percent and a maximum of one- 
quarter percent for a commitment fee, and as I say, industry charges 
1 percent, and at the present time we have no statutory requirement 
on the purchase prices we pay for mortgages, but he would have the 

rice back up to par again. Under his bill 1t would go back up to par. 
We have a 114 percent maximum on fees at the present time, and we 
say we shouldn’t have any statutory limitation on fees. 

Mr. McDonoven. I think we should maintain a position of being 
noncompetitive, but giving service where it is needed, and that was the 
original purpose for which FNMA was established. 

Mr. BaueuMman. Yes; I think you will get along just as well if 
FNMA maintains a status that does not discourage “sche interests. 
You will still get the same amount of housing, and the only way you 
are going to induce these other people to come in is to induce that 
position. That is my feeling on it. 

Mr. McDonovucu. What percentage of FNMA is privately owned 
now:! 

Mr. BaveuMan. $148 million preferred stock interest is in the 
Treasury, of which we have sae utilized $93 million, and there is 
$38 million of common stock outstanding owned by the public. There 
are $1.1 billion of secondary market operations debentures outstanding 
in the hands of private investors, as against about $79 million owed to 
the Treasury. 

Mr. McDonoveu. The liquidating policy we established a couple of 
years ago is functioning. 

Mr. Baveuman. On the management and liquidating portfolio, we 
have been reducing that approximately $150 million each year; that 
is, the old portfolio. 

Mr. Rats. If we were to amend that fees section to include only the 
large mortgages, you wouldn’t be quite so strong against it as you are 
now, would you; in other words, make that fee applicable only in the 
higher mortgages? 

Mr. McDonovenu. $25,000 or more ? 

Mr. Baveuman. Mr. Chairman, I still say if FNMA doesn’t regu- 
late its fees in accordance with the private market, we are going to buy 
all of the mortgages, and I think that is the only answer to it. 

Mr. Rains. We don’t want to buy all of the mortgages, Mr. Baugh- 
man. You mentioned to Mr. McDonough the special assistance fee of 
FNMA. Of course, that gets into a basic argument that there 
wouldn’t be special assistance if special assistance were not needed. 
That is the point I make on that. The Congress may be in error in 
saying that there ought to be special assistance, but if there are special 
assistance programs—I am talking about par-purchase now—they 
need a little better treatment than just an ordinary program. 

“om BavucuMan. I think they get better treatment on the price end 
or it. 

Mr. Rains. That is the purpose of our putting in that par-purchase- 
price feature, to be sure that they do get better treatment. 

Mr. BaucuMan. That is too good. 

Mr. Rarns. That is too good ? 

Mr. McDonoucu. If FNMA should beeome, by any act of Congress, 
competitive with the conventional market, would that have a tendency 
to create a hard-money policy in the conventional mortgage market ? 
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Mr. Baveuman. Of course, we only deal in FHA and VA-insured 
mortgages. The FHA and VA interest rates aren’t nearly competi- 
tive with conventional mortgages, as you know. I don’t know whether 
you are leading to the subject of free interest rates or not, but that 
is a big subject as to what volume of money would flow in if we 
had a free rate on FHA and VA-insured mortgages. 

Mr. Ratns. Let’s don’t talk about that. 

Any questions? Mr. Addonizio? 

Mr. Apponizi1o. No questions. 

Mr. Rarns. Gentlemen, any questions ? 

Mr. Asutey. I would like to just get one thing straight, Mr. Chair- 
man, if I may. 

Mr. Rarns. Mr. Ashley. 

Mr. Asutey. Do I und rstand that it is your position, sir, that for 
the next year we will not need this kind of special assistance that we 
came up with last year, the billion dollars for the purchase of mort- 
gages, 203 and the GI program ? 

Mr. Baueuman. As far as I can see right now, I would say that 
is right. 

Mr. Ratrns. I will point out, Mr. Ashley, that we only have $500 
million in the bill I introduced this year, and he says we don’t even 
need that. 

Mr. Asuuey. That is exactly what I am getting at, Mr. Chairman, 
because all of the indications point to tight money in the months 
ahead, and as money gets tighter, certainly there is going to be a 
higher interest rate tendency with respect to real estate mortgages, 
and money for real estate mortgages is going to get tough; isn’t 
that so? 

Mr. Baveuman. I think the best information that you can get is 
that there is a possibility of a slight increase in interest rates, but no 
pronounced increase. 

Mr. Asutey. If we are going to continue our homebuilding indus- 
try on the same level as in the past year, we are going to have to find 
other sources of money; eile private investment, in lieu of this 
billion dollars that you would rule out; isn’t that correct, sir? 

Mr. Bavenman. Of course, a lot of that billion dollars is going to 
affect the number of units being built this year. Out of the total 
billion-dollar authorization, we have only purchased $153 million 
worth of mortgages, so that authorization will carry on throughout 
the year, a lot of it. 

Mr. Asutey. Well, it is all committed, isn’t it? 

Mr. Baveuman. It is all committed, but all of the houses haven’t 
been built or sold. 

Mr. Asutey. I am thinking of builders I have talked to in Colum- 
bus, Ohio, or Toledo, Ohio, and they tell me that there is no more 
of this available to them, and that the level of their activities will 
depend absolutely on what the Congress does with respect to con- 
tinued special assistance, because they claim that the money even now 
isn’t available to them in anything like the amount necessary for the 
continued activity that they had in the past year, and that hasn’t been 
so spectacular at that. 

Mr. Bavcuman. Well, of course, as far as the money market is 
concerned, there has been a terrific increase in the savings and loan 
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associations and in the savings banks, and there is more money coming 
into the savings groups all along. 

Mr. Asuiry. Again, it seems a little hard for me to understand in 
terms of the present interest rates, the Government bonds are up over 
4 percent now. 

r. BaueuMan. I think you will find comment made throughout 
the field that investors are going to be short on VA loans. A lot of 
them originated VA loans last year and, of course, under that billion- 
dollar authority, we went out and committed to pay par for VA loans, 
which were 434 percent. They can’t get anything like that in the 
regular market for that type loan. I think that is one of the prob- 
Jems. 

Mr. Asutey. Yes, that is quite true, that they were peddling those 
as fast as they could. There is no question about that. 

Mr. Baucuman. I think you will find the FHA market pretty good 
right now. 

r. Asuiry. But there won’t be any action on the VA market, of 
course, will there, under the VA program ? 

Mr. Baucuman. The Congress necessarily knows more about what 
is going to happen on that than I do. 

r. Asuitey. The point is, if there is no special assistance for those 
and it is impossible to engage in discounting practices with respect 
to the VA mortgages, you will have the builders swallowing the dis- 
count themselves, or else just not engaging in that type of building. 

Mr. Bavcuman. The Congress must consider the VA program, as 
to how it will be continued, and there must be some discussion on that. 
That was my point. 

Mr. Asuiry. Thank you. 

Mr. Ratns. Any further questions ? 

Thank you, Mr. Baughman. 

The next witness is Mr. Slusser. Come around, Mr. Slusser. We 
have already had Mr. Steiner and Mr. Hazeltine and we have a few 
more questions for you. 

Mr. Mason. Mr. Chairman, would you like Mr. Slusser to read this 
statement of his, or would you like to discuss the matter with him? 

Mr. Ratns. Of course, all of your statement will be included in the 
record, but I think you should pick out the important parts of your 
statement having to do with those sections that you favor and oppose, 
and I think you should read those for us, Mr. Slusser. 

Mr. Mason. The reason I ask is Mr. Slusser is having a little trouble 
today with a cold and his throat is bothering him a little. 

Mr. Rarns. Suppose we do this. I see that you recommend on page 
2 against certain provisions in H.R. 2357 and H.R. 2385, starting 
os the third paragraph on page 2. Let’s go down to that, Mr. 

usser. 


STATEMENT OF CHARLES E. SLUSSER, COMMISSIONER, PUBLIC 
HOUSING ADMINISTRATION 


Mr. Stusser. Mr. Chairman and members of the committee, I am 
present at the invitation of the committee to express the views of the 
Housing Agency on pending legislation relating to low-rent housing, 
particularly the administration bill and the legislation identified as 
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H.R. 2357 and H.R. 2385. Our comments are intended to be helpful 
to the committee in arriving at sound legislation for the program and 
are in no way intended to be critical of the sponsors of pending bills 
or other persons. 

The administration bill contains three provisions relating to low- 
rent housing. The Agency recommends the enactment of these. pro- 
visions. 

The first of these provisions would permit disposal of the few PWA 
low-rent housing projects remaining in Federal ownership to other 
than a local authority in those cases where either there are no local 
authorities or such agency will not accept conveyance of the project. 

The second would permit the consolidation for all operational pur- 
poses of Lanham Act war-housing projects which have been trans- 
ferred to local authorities for use as low-rent housing with other low- 
rent projects assisted by the Federal Government. This proposed 
legislation has been recommended to the Congress by the U.S. Comp- 
troller General in his report dated December 12, 1958, because of the 
savings which would result to the program. 

The third would extend by 3 years the period during which military 
personnel and civilians employed in + activities may continue 
to occupy the Passyunk project at Philadelphia. This is recommended 
by the housing authority of the city of Philadelphia, the owner of 
the project, and, we understand, by the Department of the Navy. A 
uid provision is contained in section 1003 of H.R. 2357 and in 
section 411(b) of H.R. 2385. 

The Housing Agency strongly recommends against the enactment 
of the provisions of H.R. 2357 and H.R. 2385 relating to low-rent 
housing. Our basic reasons for this recommendation are as follows: 

1. The proposed laws would substantially increase Federal cost 
without ostensible benefit ; 

2. They would prevent the Federal agencies having jurisdiction 
from performing responsibilities which are necessary to assure accom- 
plishment of the objectives of the program; and 

3. They would extend the program into the field of subsidized 
housing for middle-income families. 

Many of the provisions of the two bills are substantially identical. 
Our comments on such provisions will be related to both bills. 


SECTIONS 406 AND 604 OF H.R. 2357 AND SECTIONS 308 AND 404 OF 
H.R. 2385 


These sections would eliminate the local contribution on any portion 
of an urban renewal project used for low-rent housing purposes. This 
will require the Federal Government to make a triple contribution 
to low-rent projects located on urban renewal sites. 

(1) The Urban Renewal Administration would make its usual two- 
thirds grants to the portion of the site utilized for low-rent purposes. 

(2) The Urban Renewal Administration would also be required to 
absorb the local government’s one-third contribution for similar 
purposes. 

(3) The FHA, through annual contributions, would undertake the 
cost of the construction of the project. 

There would be no out-of-pocket contribution on the part of the local 
government. 
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It is contended that under present law the one-third local contribu- 
tion to the urban renewal project and the tax exemption of the low-rent 
project impose a double subsidy on the local government where low- 
rent housing is located on an urban renewal site. This argument fails 
because, as the New York court of appeals recently held, the contribu- 
tion to the urban renewal project relates only to urban renewal pur- 
poses, such as the clearing of slums, and does not constitute a subsidy 
to a subsequent user of the site. Also, the locality makes the one-third 
contribution on land used for other tax-exempt purposes. Portions 
of urban renewal sites are devoted to parks, playgrounds, police and 
fire stations, public buildings, and other local public facilities. Where 
such facilities are developed in areas other than on the sites of urban 
renewal projects the local government must bear the entire cost. These 
facilities are tax exempt, and, in most cases, do not produce offsetting 
payments in lieu of taxes, as does public housing. 

These sections also provide that the cost of sites for low-rent housing 
when located in the area of an urban renewal propect shall be included 
as part of the development cost of the low-rent housing project and 
paid to the owning agency. This is being done under the present law 
and contract plan. Hence, the enactment of this provision would serve 
no purpose. 


SECTION 601 OF H.R. 2357 AND SECTION 401 OF H.R. 2385 


These sections would amend the policy statement in the United States 
Housing Act to (among other things) vest control in local authorities 
over preparations of budgets, expenditures, and the provision of social 
and recreational guidance. 

The elimination of Federal supervision over budgets and expendi- 
tures must result in unwarranted increase of Federal costs in the pro- 
gram. Local authorities are not subject to supervision or budget 
control by either State or local officials. They do not have the power 
to levy and collect taxes, and have no assets other than housing proj- 
ects made possible by the Federal Government (and in a few cases by 
the State government) and the income from such projects. 

By law, neither the city, county, State, nor any political subdivision 
is responsible for their debts and obligations. Thus, even assuming 
the effectiveness of the postaudit provisions subsequently provided for 
in the bills, there will be many instances where postaudits and disallow- 
ances will come too late to remedy the damage of an overbudgeted or 
nonbudgeted expenditure or obligation already incurred. 

For the type of items that would be involved, we refer you to the 12 
reports on local authority operations which have been made by the 
Comptroller General to the Congress. 

The provisions in these sections regarding social and recreational 
guidance would authorize a full-fledged local welfare program in the 
name of low-rent public housing and at Federal cost. 

Commenting upon this in a recent audit report of a local authority, 
the Comptroller General said : 

We believe that such functions as providing community social services * * * 
are responsibilities of local agencies and should not be subsidized by Federal 
contributions under the low-rent housing program. 

Mr. Rarns. Mr. Slusser, could I interrupt you there? I can’t help 
but think as you make that statement why, if you are doing what you 
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say you can do, why is the Comptroller General saying these things 
are now occurring with reference to budgets? 

Mr. Srvusser. I think he is referring to welfare work which is 
beyond what we are now authorizing. If I may read the next para- 
graph, I think that may explain it. 

r. Ratns. Very well. 

Mr. Stussrr. The Housing Agency now authorizes as a cost to the 
program social or welfare guidance in areas relating to housing, such 
as tenant counseling and assistance in the use and care of project 

roperty and with respect to the availability of community welfare, 
hod th, and recreational services and facilities. 

Since the existence of the Agency regulations in this respect was 
questioned before the Senate committee on January 23, 1959, we are 
attaching a copy thereof which you will note was issued under date 
of May 3, 1957. 

Local authorities are encouraged to enlist the assistance of local 
and national social welfare agencies. The projects include complete 
and adequate recreational and community space and facilities. 

We urge that these are the responsibilities of the housing program, 
and case and other welfare work and playground instructions are 
properly the responsibility of the agencies furnishing such services 
for the community generally. 

Other items in these sections are dealt with more specificially in 
subsequent provisions of the bills and will be discussed when such 
provisions are reached. 


SECTION 602 OF H.R. 2357, AND SECTION 410 OF H.R. 2385 


These sections would amend paragraph (5) of section 2 of the act 
which, as now written, authorizes, in cases where the local authority 
administers both low rent and urban renewal programs, the construc- 
tion of office buildings for use jointly for both activities. 

The development cost of any such building is charged entirely 
against the low rent program. 

The proposed amendment would extend this authority to cases 
where the two programs art the responsibilities of separate local 
public bodies but are administered by a combined staff. 

The existing law was first introduced in the conference on the 
Housing Act of 1957. Because of these circumstances the Agency was 
not afforded an opportunity to comment on it. 

The low rent program contemplates an operation over a period of 
40 years. On the contrary, urban renewal projects are completed in 
a very much shorter period. Hence, this law results in the construc- 
tion, at public cost, of permanent buildings containing substantial 
space for which there will be no use within a comparatively short 
period from their completion: For these reasons the Housing Agency 
opposes any further enlargement of the provisions of the present law 
and strongly recommends that it be repealed. 


SECTION 603 OF H.R. 2357, AND SECTION 402 OF H.R. 2385 


These sections would vest in the local authorities complete and un- 
equivocal power to fix income limits, rents, and exemptions and de- 
ductions for both eligibility and rent-fixing purposes. 
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Mr. Ratns. You realize, of course, that it says subject to a statu- 
tory limitation which the Congress would set ? 

Mr. Susser. I believe my next paragraph will deal with that. 

Mr. Rats. All right. 

Mr. Susser. They contain a formula, apparently designed to safe- 


| “oh the public purpose of the program, which provides that no 
i 


ly shall be eligible for admission (to a low rent project) whose 
net annual income, less exemptions, exceeds 5 times the lowest rental, 
less 20 percent, at which private enterprise is providing in the local- 
ity a substantial supply of decent, safe, and sanitary housing. 
This formula is dependent upon there being a substantial supply 
of decent, safe, and sanitary private housing in the community. 
In its absence, the formula fails If the only substantial supply 
of available private housing is of the “gold coast” type renting for 
$300 a camel the formula would legally permit occupany of low- 
rent housing by families whose incomes, less exemptions and de- 
ductions were as high as $14,400 per year. Proponents of the legis- 
lation may defend these obvious fatal defects in the so-called control 
provision by comparing it to the “gap” provision in the present law, 
which is subject to similar technical criticism. However, the “gap” 
rovision is a secondary control and occupancy of low-rent projects 
y low-income families is assured under the existing law by the 
authority vested in the administering Federal agency to approve 
income limits. This authority wouid be destroyed by the bills. 
The bills would vest in PHA the authority to approve findings 


_ as to prevailing private rentals under the formula. However, this 


would not protect the public purpose of the program, as both income 
limits and rents st be controlled under the local authority’s un- 
limited power to fix exemptions and deductions. 

An example of what could happen under the exemptions specifi- 
cally enumerated in the bills follows: 

When applied to a family of four in a program with admission 
limits of $3,800 per annum and continued occupancy limits of $4,750 
per annum, the exemptions for secondary wage earners would permit 
admission to the projects of families having a gross income of $5,000 

r year and permit continued occupancy by families with a total 
income of $5,950 per annum if, in addition to the head of the family, 
two members are wage earners. 

If a member of the family is receiving veteran’s disability com- 
pensation of $3,000 per annum, the family income for admission 
would be increased to $8,000 per annum and for continued occupancy 
to $8,960 per annum. If the two secondary wage earners are minors 
earning the modest sum of $2,500, per annum each, the family could 
have for continued occupancy purposes an income of $12,750 per year. 

If these exemptions are available to a normally sized family of 
4, the agua when applied to families of 6, 8, or 10 could be 
astounc ing These examples are not frequently encountered. How- 

1e 


ever, if the safeguards are removed, the exception may very well 
become the rule. 
SECTION 605 OF H.R, 2357, AND SECTION 405 OF H.R, 2385 


These sections would change the method of payment of annual con- 
tributions. Both bills would require the Government to pay an an- 
36043—59—9 
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nual subsidy equal to the debt service on the bonds issued to finance the 

development of the projects. Both bills provide for application of all | 

net or residual receipts to advance amortization. | 
Under the present law, net or residual receipts are used to reduce 





the Federal annual subsidy. We asked the Department of the Treas- |} 
ury to analyze this matter and advise us as to the effect it would have | 5, 
on Federal costs. 
A copy of the response from the Treasury Department has been ; , 
furnished each member of the committee. = 
The Treasury Department’s analysis was based on the annual con- Fe 
tributions made in the program during fiscal year 1958. It was the _ me 
conclusion of the Treasury Department that the proposed change , 
would increase Federal costs by approximately $570 million if future 7 
borrowings could be obtained at an average interest cost. of 314 percent 
or approximately $230 million if the interest rate on Federal borrow- tac 
ings averaged 21% percent. Iss 
We are informed that the present long-term rate for Government | 4p 
borrowings is approaching 4 percent. IS 
These sections also would remove important safeguards against im- | Te 
proper expenditures of public moneys in the program. They would 3 
make the local authority’s financial statement, when accompanied by } th 
certification of the chairman, binding on the Federal Government in ar 
the absence of evidence of fraud, waste, neglect, extravagance, or ex- fur 
penditures not compatible with the program. sel 


As we have already pointed out, even assuming the effectiveness of | 
these provisions, they are, because of the nature of the local authorities | un 
and their financial status, not effective means of insuring that Federal | bw 
funds will be used solely and economically for the purposes intended } by 
by Congress and that the housing aided by these funds will be used 


| 
| 
| 
| 


in accordance with the Federal law. 
Moreover, no financial report, no matter how complete or well r 

audited, could serve as the basis for a proper review of the operations lic 

of a low-rent housing program. Ig 
These provisions would triple auditing in the program (with con- | ib 


comitant increase in program costs) by authorizing audits by the local | Th 
authority, the Public Housing Administration, and the Comptroller | 
General. 
The chairman of local authorities, in making the certifications re- | 
quired by these proposed laws, will be subject to the provisions of sec- | 
tion 1012, title 18, United States Code, which make the filing of false | 
reports to the Agency a penal offense. A proposal of the Agency that 
local authority financial reports be signed by a Commissioner was | 1 


rejected on the grounds that these officials do not have day-to-day | we, 
observation of their programs and would not undertake such respon- } of 
sibility. Fe 

These sections also provide that the local authority, in its discre- ( 


tion upon 60 days’ notice, may elect to have its books audited by the | jp] 
PHA. This would create an intolerable situation with respect to staf- | R 
fing as competent personnel could not be employed on part- or short- 
time basis. The f stein recommends that present audit procedures —y 


not be disturbed. However, we strongly urge that any change be re- yp 
lated to the entire program. 
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SECTION 606 OF II.R. 2357, AND SECTION 406 OF H.R. 2385 


With respect to the proposed authorizations contained in these sec- 
tions for additional low-rent housing units, the President, in his 
budget message to the Congress on January 19, 1959, made this state- 
ment : 

Public housing program: By the end of the fiscal year 1960, over 475,000 
federally aided public housing units will be occupied by about 2 million people, 
and the additional 110,000 units already authorized will be under contract for 
Federal contributions but will not yet be constructed. These 585,000 units should 
meet most of the demand for such housing by low-income families displaced 
by highway construction, urban renewal, or similar governmental action in the 
next few years. I shall not ask for authorization for any additional units. 

Both bills would repeal section 10(j) of the basic act. This par- 
ticular section of the act, in substance, provides that after the bonds 
issued to construct a project are retired, the local authority shall 
apply net receipts from the project or sales proceedings (if the project 
is sold) to reimburse the Federal and local governments for their 
respective contributions to the project. 

It was enacted by the Congress in 1954 upon recommendations of 
the President’s Advisory Committee on Housing. Its basic purposes 
are to make the program self-liquidating to the extent that excess 
funds are realized from the projects and to prevent such funds from 
serving as windfalls. 

H.R. 2385 would also repeal clause No. (2) of the third proviso 
under the heading “Public aE. Administration; Annual Contri- 


_ butions” of Public Law 455, 82d Congress. This clause was repealed 


- 


——a— 


by the Housing Act of 1956. 
SECTION 607 OF H.R. 2357, AND SECTION 408 OF H.R. 2385 


These provisions would require payments for sewer services, street 
lighting, and similar services, in cases where these services are being 
rendered to the projects and the tenants pursuant to valid contract 
obligation without cost or charge other than payments in lieu of taxes. 
This unwarranted increase in program costs could affect 233,000 dwel- 
ling units. 

The entire additional cost will be borne by the Federal Government 
inthe form of increased contributions. 


SECTION 608 OF H.R. 2357, AND SECTION 409 OF H.R, 2385 


These provisions would change the terms of existing contracts which 
were entered into in good faith to the substantial financial detriment 
of the Government. These contracts, as presently written, involve 
Federal liability for in excess of $3 billion. 

Comments on provisions in H.R. 2385 which have no counterparts 
in H.R. 2357 are as follows: 

Section 407 would authorize the sale of low-rent housing units to 
tenants who are no longer eligible for occupancy in public housing. 

Mr. Rains. That is with reference to another bill inittodnond by 
Mr. Bowles, I believe, and is not with reference to the administra- 
tion bill or the bill I introduced. 

Mr. Stusser. That is right. 








| 
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Mr. McDonovau. Well, will the committee consider that ? 

Mr. Rarns. I would hope the committee would consider it with 
the Rains bill or the administration bill. If you want him to read 
iM—-— 

_Mr. McDonoveu. It is a question of whether we are going to con- 
sider it. Are we just going to consider your bill and the administra- 
tion bill? 

Mr. Rarns. We will consider it all. But the statement may be in- 
cluded in its entirety and he need not read it. 

(The statement referred to is as follows :) 


STATEMENT OF CHARLES FE. SLUSSER, PuBLIC Housinc CoMMISSIONER, ON PENDING 
Hovusine LEGISLATION 


Mr. Chairman and members of the committee, I am present at the invitation 
of the committee to express the views of the Housing Agency on pending legis- 
lation relating to low-rent housing, particularly the administration bill and the 
legislation identified as H.R. 2357 and H.R. 2385. Our comments are intended 
to be helpful to the committee in arriving at sound legislation for the program 
and are in no way intended to be critical of the sponsors of pending bills or 
other persons. 

The administration bill contains three provisions relating to low-rent housing. 
The Agency recommends the enactment of these provisions. 

The first of these provisions would permit disposal of the few PWA low-rent 
housing projects remaining in Federal ownership to other than a local authority 
in those cases where either there are no local authorities or such agency will 
not accept conveyance of the project. 

The second would permit the consolidation for all operational purposes of 
Lanham Act war housing projects which have been transferred to local author- 
ities for use as low-rent housing with other low-rent projects assisted by the 
Federal Government. This proposed legislation has been recommended to the 
Congress by the U.S. Comptroller General in his report dated December 12, 
1958, because of the savings which would result to the program. 

The third would extend by 3 years the period during which military personnel 
and civilians employed in defense activities may continue to occupy the Pass- 
yunk project at Philadelphia. This is recommended by the housing authority 
of the city of Philadelphia, the owner of the project, and, we understand, by 
the Department of the Navy. A similar provision is contained in section 1003 
of H.R. 2357 and in section 411(b) of H.R. 2385. 

The Housing Agency strongly recommends against the enactment of the pro- 
visions of H.R. 2357 and H.R. 2385 relating to low-rent housing. Our basic 
reasons for this recommendation are as follows: 

(1) the proposed laws would substantially increase Federal cost without 
ostensible benefit ; 

(2) they would prevent the Federal agencies having jurisdiction from 
performing responsibilities which are necessary to assure accomplishment 
of the objectives of the program ; and 


(3) they would extend the program into the field of subsidized housing | 


for middle-income families. 
Many of the provisions of the two bills are substantially identical. Our com- 
ments on such provisions will be related to both bills. 


SECTIONS 406 AND 604 OF H.R. 2357, AND SECTIONS 308 AND 404 OF H.R. 2385 


These sections would eliminate the local contribution on any portion of an 
urban renewal project used for low-rent housing purposes. This will require the 
Federal Government to make a triple contribution to low-rent projects located 
on urban renewal sites. First, the Urban Renewal Administration would make 
its usual two-thirds grant to the portion of the site utilized for low-rent pur- 


poses. Second, the Urban Renewal Administration would also be required to | 


absorb the local government’s one-third contribution for similar purposes. Third, 
the PHA, through annual contributions, would underwrite the cost of the con- 


struction of the project. 
There would be no out-of-pocket contribution on the part of the local 


government. 
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It is contended that under present law, the one-third local contribution to the 
urban renewal project and the tax exemption of the low-rent project impose a 
double subsidy on the local government where low-rent housing is located on an 
urban renewal site. This argument fails because, as the New York Court of 
Appeals recently held, the contribution to the urban renewal project relates only 
to urban renewal purposes such as the clearing of slums and does not constitute 
asubsidy to a subsequent user of the site. Also, the locality makes the one-third 
contribution on land used for other tax-exempt purposes. Portions of urban 
renewal sites are devoted to parks, playgrounds, police and fire stations, public 
buildings, and other local public facilities. Where such facilities are developed 
in areas other than on the sites of urban renewal projects, the local government 
must bear the entire cost. These facilities are tax exempt and, in most cases, 
do not produce offsetting payments in lieu of taxes, as does public housing. 

These sections also provide that the cost of sites for low-rent housing when 
located in the area of an urban renewal project shall be included as part of the 
development cost of the low-rent housing project and paid to the owning agency. 
This is being done under the present law and contract plan. Hence, the enact- 
ment of this provision would serve no purpose. 


SECTION 601 OF 2357 AND SECTION 401 OF H.R, 2385 


These sections would amend the policy statement in the United States Housing 
Act to (among other things) vest control in local authorities over preparations 
of budgets, expenditures, and the provision of social and recreational guidance. 

The elimination of Federal supervision over budgets and expenditures must 
result in unwarranted increase of Federal costs in the program. Local author- 
ities are not subject to supervision or budget control by either State or local 
officials. They do not have the power to levy and collect taxes and have no assets 
other than housing projects made possible by the Federal Government (and in a 
few cases by the State government) and the income from such projects. By law 
neither the city, county, State, nor any political subdivision is responsible for 
their debts and obligations. Thus, even assuming the effectiveness of the post- 
audit provisions subsequently provided for in the bills, there will be many 
instances where postaudits and disallowances will come too late to remedy the 
damage of an overbudgeted or nonbudgeted expenditure or obligation already 
incurred. For the type of items that would be involved we refer you to the 12 
reports on local authority operations which have been made by the Comptroller 
General to the Congress. 

The provisions in these sections regarding social and recreational guidance 
would authorize a full-fledged local welfare program in the name of low-rent 
public housing and at Federal cost. 

Commenting upon this in a recent audit report of local authority, the Comp- 
troller General said, ““We believe that such functions as providing community 
social services * * * are responsibilities of local agencies and should not be 
subsidized by Federal contributions under the low-rent housing program.” 

The Housing Agency now authorizes as a cost to the program social or welfare 
guidance in areas relating to housing, such as tenant counseling and assistance 
in the use and care of project property and with respect to the availability of 
community welfare, health, and recreational services and facilities. (Since the 
existence of the Agency regulations in this respect was questioned before the 
Senate committee on January 23, 1959, we are attaching a copy thereof which 
you will note was issued under date of May 3, 1957). Local authorities are 
encouraged to enlist the assistance of local and national social welfare agencies. 
The projects include complete and adequate recreational and community space 
and facilities. We urge that these are the responsibilities of the housing program, 
and case and other welfare work and playground instructions are properly the 
responsibility of the agencies furnishing such services for the community 
generally. 

Other items in these sections are dealt with more specifically in subsequent 
provisions of the bills and will be discussed when such provisions are reached. 


SECTION 602 OF H.R. 2357, AND SECTION 410 OF H.R. 2385 


These sections would amend paragraph (5) of section 2 of the act which, 
a8 now written, authorizes, in cases where the local authority administers both 
low-rent and urban-renewal programs, the construction of office buildings for 
use jointly for both activities. The development cost of any such building is 
charged entirely against the low-rent program. 
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The proposed amendment would extend this authority to cases where the two 
programs are the responsibilities of separate local public bodies but are admin- 
istered by a combined staff. 

The existing law was first introduced in the conference on the Housing Act 
of 1957. Because of these circumstances the Agency was not afforded an oppor- 
tunity to comment on it. 

The low-rent program contemplates an operation over a period of 40 years. 
On the contrary, urban-renewal projects are completed in a very much shorter 
period. Hence, this law results in the construction, at public cost, of permanent 
buildings containing substantial space for which there will be no use within 
a comparatively short period from their completion. For these reasons the 
Housing Agency opposes any further enlargement of the provisions of the present 
law and strongly recommends that it be repealed. 


SECTION 603 OF H.R. 2357, AND SECTION 402 OF H.R, 2385 


These sections would vest in the local authorities complete and unequivocal 
power to fix income limits, rents, and exemptions and deductions for both eligi- 
bility and rent-fixing purposes. They contain a formula, apparently designed 
to safeguard the public purpose of the program, which provides that no family 
shall be eligible for admission (to a low-rent project) whose net annual income, 
less exemptions, exceeds five times the lowest rental, less 20 percent, at which 
private enterprise is providing in the locality a substantial supply of decent, 
safe, and sanitary housing. This formula is dependent upon there being a “sub- 
stantial supply of decent, safe, and sanitary” private housing in the community. 
In its absence, the formula fails. 

If the only substantial supply of available private housing is of the “gold 
coast” type renting for $300 a month, the formula would legally permit occupancy 
of low-rent housing by families whose incomes, less exemptions and deductions, 
were as high as $14,400 per year. Proponents of the legislation may defend 
these obvious fatal defects in the so-called control provision by comparing 
it to the “gap” provision in the present law, which is subject to similar technical 
criticism. However, the “gap” provision is a secondary control and occupancy 
of low-rent projects by low-income families is assured under the existing law 
by the authority vested in the administering Federal agency to approve income 
limits. This authority would be destroyed by the bills. 

The bills would vest in PHA the authority to approve findings as to prevailing 
private rentals under the formula. However, this would not protect the public 
purpose of the program, as both income limits and rents would be controlled 
under the local authority’s unlimited power to fix exemptions and deductions. 
An example of what could happen under the exemptions specifically enumerated 
in the bills follows: When applied to a family of four in a program with admission 
limits of $3,800 per annum and continued occupancy limits of $4,750 per annum, 
the exemptions for secondary wage earners would permit admission to the proj- 
ects of families having a gross income of $5,000 per year and permit continued 
occupancy by families with a total income of $5,950 per annum if, in addition 
to the head of the family, 2 members are wage earners. If a member of the 
family is receiving veteran’s disability compensation of $3,000 per annum, 
the family income for admission would be increased to $8,000 per annum and 
for continued occupancy to $8,950 per annum. If the two secondary wage earners 
are minors earning the modest sum of $2,500 per annum each, the family could 
have for continued occupancy purposes an income of $12,750 per year. If these 
exemptions are available to a normally sized family of 4, the possibilities when 
applied to families of 6, 8, or 10 could be astounding. These examples are not 
frequently encountered. However, if the safeguards are removed, the exception 
may very well become the rule. 


SECTION 605 OF H.R. 2357, AND SECTION 405 OF H.R. 2385 


These sections would change the method of payment of annual contribu- 
tions. Both bills would require the Government to pay an annual subsidy equal 
to the debt service on the bonds issued to finance the development of the projects. 
Both bills provide for application of all net or residual receipts to advance 
amortization. Under the present law, net or residual receipts are used to reduce 
the Federal annual subsidy. We asked the Department of the Treasury to 
analyze this matter and advise us as to the effect it would have on Federal costs. 
A copy of the response from the Treasury Department has been furnished each 
member of the committee. 
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The Treasury Department’s analysis was based on the annual contributions 
made in the program during fiscal year 1958. It was the conclusion of the 
Treasury Department that the proposed change would increase Federal costs 
by approximately $570 million if future borrowings could be obtained at an 
average interest cost of 344 percent or approximately $230 million if the interest 
rate on Federal borrowings averaged 2% percent. We are informed that the 
present long-term rate for Government borrowings is approaching 4 percent. 

These sections also would remove important safeguards against improper ex- 
penditures of public moneys in the program. They would make the local au- 
thority’s financial statement, when accompanied by certification of the chairman, 
binding on the Federal Government in the absence of evidence of fraud, waste, 
neglect, extravagance, or expenditures not compatible with the program. 

As we have already pointed out, even assuming the effectiveness of these pro- 
visions, they are, because of the nature of the local authorities and their finan- 
cial status, not effective means of ensuring that Federal funds will be used solely 
and economically for the purposes intended by Congress and that the housing 
aided by these funds will be used in accordance with the Federal law. More- 
over, no financial report, no matter how complete or well audited, could serve 
as the basis for a proper review of the operations of a low-rent housing pro- 
gram. 

These provisions would triple auditing in the program (with concomitant in- 
crease in program costs) by authorizing audits by the local authority, the Public 
Housing Administration, and the Comptroller General. 

The chairman of local authorities, in making the certifications required by 
these proposed laws, will be subject to the provisions of section 1012, title 18, 
United States Code, which make the filing of false reports of the agency a 
penal offense. A proposal of the agency that local authority financial reports 
be signed by a commissioner was rejected on the grounds that these officials do 
not have day-to-day observation of their programs and would not undertake 
such responsibility. 

These sections also provide that the local authority, in its discretion upon 
60 days’ notice, may elect to have its books audited by the PHA. This would 
create an intolerable situation with respect to staffing as competent personnel 
could not be employed on part or short time basis. The agency recommends 
that present audit procedures not be disturbed. However, we strongly urge that 
any change be related to the entire program. 


SECTION 606 OF H.R. 2875, AND SECTION 406 OF H.R. 2385 


With respect to the proposed authorizations contained in these sections for 
additional low-rent housing units, the President, in his budget message to the 
Congress on January 19, 1959, made this statement : 

“Public housing program.—By the end of the fiscal year 1960, over 475,000 
federally aided public housing units will be occupied by about 2 million people, 
and the additional 110,000 units already authorized will be under contract for 
Federal contributions but will not yet be constructed. These 585,000 units 
should meet most of the demand for such housing by low-income families dis- 
placed by highway construction, urban renewal, or similar governmental action 
in the next few years. I shall not ask for authorization for any additional 
units.” 

Both bills would repeal section 10(j) of the basic act. This particular section 
of the act, in substance, provides that after the bonds issued to construct a project 
are retired, the local authority shall apply net receipts from the project or sales 
proceedings (if the project is sold) to reimburse the Federal and local govern- 
ments for their respective contributions to the project. It was enacted by the 
Congress in 1954 upon recommendations of the President’s Advisory Committee 
on Housing. Its basic purposes are to make the program self-liquidating to the 
extent that excess funds are realized from the projects and to prevent such 
funds from serving as “windfalls.” 

H.R. 2385 also would repeal clause No. (2) of the third proviso under the 
heading “Public Housing Administration: Annual Contributions” of Public Law 
455, 82d Congress. This clause was repealed by the Housing Act of 1956. 


SECTION 607 OF H.R. 2357, AND SECTION 408 OF H.R. 2385 


These provisions would require payments for sewer services, street lighting, 
and similar services, in cases where these services are being rendered to the 











128 HOUSING ACT OF 1959 


projects and the tenants pursuant to valid contract obligation without cost or 
charge other than payments in lieu of taxes. This unwarranted increase in 
program costs could affect 233,000 dwelling units. The entire additional cost 
will be borne by the Federal Government in the form of increased contributions, 


SECTION 608 OF H.R. 2357, AND SECTION 409 OF H.R. 2385 


These provisions would change the terms of existing contracts which were 
entered into in good faith to the substantial financial detriment of the Govern. 
ment. These contracts, as presently written, involve Federal liability far in 
excess of $3 billion. 

Comments on provisions in H.R. 2385, which have no counterparts in H.R, 
2357, are as follows: : 

Section 407 would authorize the sale of low-rent housing units to tenants who 
are no longer eligible for occupancy in public housing. The Agency favors the 
principle of sales of units to overincome tenants where this may be legally 
done. However, the plan in the bill would not accomplish homeownership. A 
typical operation would be as follows: The purchaser of a unit valued at $10,000 
during the first 5 years of his purchase contract would be required to make 
payments of approximately $32 per month for local authority service charges, 
approximately $20 per month for taxes, $25 per month for interest, and approxi- 
mately $4 as principal payments, or a total of approximately $81 per month. At 
the end of this period he would have paid approximately $4,860 toward the pur- 
chase of a home. However, his equity would be only $250. During the next 
5-year period his monthly payments would approximate $85. At the end of this 
period, after paying approximately $9,960 toward the purchase of a home, he 
would have an equity of only $750. Similarly, through the third 5-year period 
during which he would make monthly payments of approximately $89 and com- 
plete total payments of approximately $15,300, his equity would increase to only 
$1,500. The amount for service charges used in this example is based on current 
prevailing average management costs in the low rent program. The interest is 
based on a figure of 3 percent per annum. 

The payments made by the purchaser would be sufficient to obtain a home 
under FHA or private financing. However, under the plan proposed by the 
bill, the purchaser would never gain an equity exceeding the normal depreciation 
of the property. 

There also is serious question as to whether State law will permit a local 
authority to dispose of a project or units where they are still needed for low-rent 
use. This question is now before the courts at Gary, Ind. 

What appears to be an innocuous provision designed to remove a technical bar- 
rier to the sales plan would, in fact, nullify the so-called Hiestand amendment. 
This amendment (contained in sec. 10(L) of the U.S. Housing Act) authorizes 
the local governing body or citizenry of a community to terminate a no longer 
desired low-rent project. Basic to its operation is the necessity of obtaining from 
the sale of the project an amount sufficient to retire all outstanding indebtedness. 
This bill would make any such sale subject to the outstanding tenant purchase 
contracts. Certainly, no investor would pay full value for a project which would 
be encumbered with these long-term, low-interest-bearing contracts. 

This section also would permit overincome tenants who do not wish to pur- 
chase units to continue in occupancy in low-rent projects if suitable housing, as 
determined by the local authority, is not available in the community. Certainly, 
this will abate, if not destroy, the motives of tenants who are admitted to low- 
rent housing projects to shoulder the burdens of providing housing for them- 
selves. It also will authorize a program of subsidizing the rent of middle 
income families which must jeopardize the public purpose and legality of the 
program. 

Section 411(a) would authorize reduction of mortgage debt, moratorium on 
payments, changes in interest rates, and other modification of the terms of mort- 
gages held by the Government on war and veterans housing. The agency now 
has broad latitude to assist (and is assisting) mortgagors through periods of 
adversity. Forbearance of both collection and foreclosure is being exercised in 
all meritorious cases. The proposed amendment would constitute a virtual invi- 
tation to mortgagors to default and seek more advantageous revision of their 
obligations, and, hence, would have the general effect of making collections and 
otherwise administering the mortgage documents exceedingly difficult. 

This concludes our prepared statement. We shall be glad to answer questions 
relating to our program. 
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Pusitic Housing ADMINISTRATION, 
HovusING AND HOME FINANCE AGENCY, 
Washington, D.C. 


CIRCULAR, May 3, 1957 


To: Central office division, office, and branch heads, regional directors, local 
authorities with low-rent programs, housing managers of low-rent projects. 
Subject: Performance of special duties related to management functions. 


It has become increasingly apparent during recent years that the type of 
family in occupancy in federally aided low-rent projects is changing consider- 
ably. There is a growing proportion of “problem” families—those from broken 
homes, recipients of relief, elderly persons, and those with physical handicaps or 
personality difficulties. Major management problems are created by this type 
of occupant and require greater effort if they are to be met. 

Among the most obvious of these problems are poor housekeeping practices 
and poor adjustment to living in a project. These have adversely affected proj- 
ect property and equipment as well as tenant and public relations, and in some 
instances have lowered standards of health and safety. Increased management 
costs have resulted because of more frequent tenant turnover, acts of vandalism, 
and damage to project property, due in part to lack of knowledge or under- 
standing. 

We have been aware for some time that a number of local authorities have 
been employing special personnel in an attempt to meet these problems and help 
tenants with their difficulties. The positions have been designated by various 
titles such as home counselor, tenant relations adviser, management aid, home 
maintenance counselor, inspector, and home visitor. We requested the regional 
offices to send us information about such positions in local authorities under 
their jurisdiction, and all of them reported some local authority service of this 
nature. 

Under the circumstances we believe it advisable at this time to reaffirm PHA 
policy in this connection. The permissible services performed are considered an 
integral part of management. Salaries for positions which include these duties 
may not be charged or prorated to maintenance but shall be charged to account 
4110 or 4120, as applicable, and the positions shall be included within the estab- 
lished limitations on management staffing. Some realinement or revising of 
duties of local authority personnel may be required to secure the effective accom- 
plishment of these duties. 

To give some uniformity and to facilitate budget review, where the on-site 
management staff is large enough to justify delegation of specific tasks to indi- 
viduals, the PHA recommends that a standard title be used for this position, 
rather than the variety now used. It is our opinion that the title of manage- 
ment aid or management assistant best connotes the range of responsibilities 
involved and the fact that these are exclusively management functions. Listed 
below are the duties which are considered appropriate functions of the indi- 
vidual staff member assigned to this task: 

1. Visit new families at the time of initial occupancy, at which time the 
foundation for a cooperative management-tenant relationship can be estab- 
lished. Discuss terms of lease and necessity for complying with project 
regulations. Acquaint tenants with use and care of project equipment, care 
of floors and walls, and fire and safety policies. Stress preventive mainte- 
nance, prompt reporting of needed repairs, and disinfestation service. Ex- 
plain project requirements for tenants’ share in grounds maintenance, clean- 
ing of stair halls, ete. Advise tenants of ways to economize on utility 
consumption. 

2. Acquaint families with community health, recreational, and educational 
activities and services available both on the project and off site. Work with 
such local agencies to obtain leadership and services in available project 
facilities and, where necessary, assist in coordinating their programs. Work 
with tenant organizations. 

3. Make periodic followup visits to tenants, increasing their frequency 
where circumstances require, to observe condition of units, housekeeping 
habits, and need for repairs, painting, etc. Note unreported repair needs 
and report them to maintenance office after again instructing the tenant of 
the necessity for doing so promptly. Report to manager any serious prob- 
lems which adversely affect welfare of tenants or the condition of project 
property. 
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4. Where rental delinquencies recur or where an emergency exists which 
prevents families from making prompt payments, meet with the tenants to 
determine how man zZement can assist them in bringing the account up to 
date. 

5. Encourage tenants to report to the management office any changes in 
family composition or income (where there is a policy of interim rent deter- 
mination) or intent.to move. Advise management of any such instances 
which have not been reported. 

6. Make prevacate inspections when tenants have given notice of intent to 
move. 

In addition to the above, the management aid may also be called on to assist 
in the project office during peak workload periods or during vacations or 
extended illness of office staff members, and to perform other management 
duties as required. 

The prohibition against employment of personnel to conduct tenant activity 
programs, which is stated in section 413.4 of the Low-Rent Housing Manual and 
section 5.2 of the Small Low-Rent Programs Manual-Operation, remains in 
effect. The management aid will help individual tenants or groups of tenants, 
especially during the period of initial occupancy of a new project, but there shall 
be no group activities for which the management aid gives direct leadership. 
During the initial occupancy period a local authority may make a dwelling unit 
available as a demonstration unit in which to permit the management aid to 
work with new tenants; however, such use shall be discontinued at the end of 
the initial operating period and the unit returned to dwelling use at the earliest 
possible time. 

The management aid should not be required to do repair work, even of a 
minor nature, when visiting a unit. Any necessary repairs observed at this 
time should be reported to the maintenance office. 

The scope of functions to be performed in this area of management activity 
must be clearly differentiated from that of a professional case worker or social 
worker. Serious problems of family and social relations require the attention 
of persons trained in this field and the management aid should not attempt to 
solve them. It is recognized that many tenants may need advice and aid in the 
fields of welfare, health, family relationships, etc. However, such assistance is 
not the responsibility of the local authority, and referrals should be made to 
the local public or private agencies which are qualified to act. Such referrals or 
other contacts should preferably be made by the executive director of the local 
authority in a comparatively small operation or the housing manager in larger 
programs, to whom the management aid should report the problem. 

An important duty of the position is to explain and interpret management policy 
and regulations, but it must be emphasized that the management aid shall not 
make policy decisions in dealing with tenants. Such matters must be referred 
to the management office. 

CHARLES E. Stusser, Commissioner. 


Mr. Ratns. Mr. Slusser, the bill which I introduced carries 35,000 
units annually. 

As I understand from Mr. Mason this morning, the administration 
don’t want additional units; is that correct, they are opposed to any 
additional units ? 

Mr. Stusser. Let me put it this way: They have not asked for any 
additional authorization from the Congress for annual contribution 
contracts for the ensuing year. 

Mr. Ratns. Of course, what that means in plain language so we 
understand it is this year they ure not asking for any additional units, 
and you are not supporting the provision of the bill I introduced which 
asks for 35,000 units. 

Mr. McDonoveu. You mean your bill? 

Mr. Rarns. Yes. 

Mr. Suusser. That is right. 

Mr. McDonoveu. There are 118,000 units that have not been ap- 
plied for. 

Mr. Ratns. That isnot in my bill. That isin other bills. 
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a Mr. McDonoucu. How many units are still available for appli- 
S to : ) 

: cation ¢ : 

es Mr. Stusser. Thirty-five thousand for this year. Esai 

sin Mr. McDonoveu. What is the total in previous authorizations? — 
eter- Mr. Suusser. There are 35,000 units available for annual contribu- 
neces 


tion contract, and I must ask you not to confuse that with those under 
ntto | annual contribution and available for construction. There are ap- 
roximately 85,000 units under annual contribution contract which 
ssist ; have not as yet been constructed. ' 
fa Mr. Rarns. Just a moment; if those 35,000 units are not put under 
contract by June 30, they cancel out. ; 
ivity Mr. Stusser. If they are not under contract by June 30 of this fiscal 
and year, they would expire. 
oo Mr. Rarns. Let me go over briefly these amendments that you had, 
shall and then I will yield. ; "% ’ 
ship. | First of all, we must remember that housing authorities are strictly 
unit | Joca], including town councils. The bonds authorized are not Gov- 
d of ernment bonds, they are the bonds of a local housing authority set up 
liest | by State law. They are planned, as I have watched them testify be- 
fore this committee, year in and year out by the biggest businessmen, 
ofa the most outstanding leaders that we have in the cities and communi- 
‘his ties of this country. 
vity ; | You may have an exception now and then. I have heard the charge 
vcial | that they were communistic, and I have called the housing authorities 
ition | jn just so the committee could see. He is the president of the First 
sb National Bank, he is the head of this, and he is the head of that. 
and So we don’t want to lose sight of the fact that we are not being 
le to | critical of the ability of the men in local housing authorities to op- 
Is or erate the local affairs of that section. 
local Also I agree with you that the Government has an interest in it 
"se" | and as such we should try to protect the Federal Government’s inter- 
olicy | est in the program. But I think you go too far in your imagination 
| not of what could happen, as I listen to this statement. 
Tred In one or two instances, it sounded fantastic to me. I don’t want 
on the audit of the Federal Government to be precluded and we don’t 
have to authorize the audit to the Comptroller General. He can audit 
,000 . ci . , 
anything he wants to anyway without anybody asking him to audit 
it, but I read some of those audits made by your PHA people. They 











tion | 


| have come to my committee, and I am going to talk very frankly about 
any | them. They were silly, totally silly. They were complaining about 
| such things as a broom they bought or putting a Coca-Cola machine 
any | ina place where a blind boy could operate it. 
Vion As I look at all of those restricted things, I say I don’t blame these 
we | businessmen, if I served on a housing authority and I got that kind of 


audit report I wouldn’t like it either. That is the thing. 
+ « _ I don’t know whether we are going too far. We will try not to do 
hic that, but I feel that we have had too much Washingtonitis in it. They 
| are really complaining at the local level about some of these things 

that we ought to be able to work out. 

I want to assure you that we do not have any desire to wreck the 
Government’s participation in the program. I don’t favor that, and 
“P- | T don’t intend to do it if I know how to avoid it. I do think that 
, Some of these programs or amendments might be dressed down. 
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Maybe they should be changed. But they have some meat in them 
and just to brush it off and say, we are going to make all of the 
budgets for these housing authorities in Washington; we are not 
going to let those people at the local level have anything to do with 
it; that is the wrong attitude in my judgment. 

Now, do you recognize the ability and the intelligence, the honor 
and integrity of housing authorities generally throughout the Nation? 

Mr. Stusser. Mr. Chairman, I have I think the greatest respect 
for housing authorities. In fact, I have walked into meetings this 
past year where I met with just the commissioners, invited them to 
come to the regional offices, and I went there to meet them. 

I might say to you that I was somewhat awed when I saw the 
names and what these men represented in the communities, their 
standing and their background and their history, the customs and 
traditions' of the community that they had supported so well and 
which made them a part of the community. 

Of course, in any business there is always human failures some- 
wey and I do not think that that should be taken as the criterion 

y which you judge the program. 

Mr. ites, That is ih abi 

Mr. Suusser. I believe also that in the experience that I have had 
since being here as Commissioner—and I cannot account for those 
things that were accomplished before I came here—but if you are 
talking about a bureaucracy it was created before I came here and I 
frankly have trouble—— 

Mr. Rarns. I don’t want to insist that you did it all, that is not 
what I am saying. It has been here a long time in my judgment. 

Mr. Stusser. I have tried to unwind some of that. I think we are 
making accomplishment in that direction. I think there have been 
picayunish things and I have criticized them severely myself in our 
own organization, but when these standards have been built up over 
a period of years by agreement on both sides in negotiating contracts, 
and they become an established thing, they are sort of hard to unwind. 
Auditing is a peculiar type of thing where if he is to be effective the 
man doing the auditing job is supposed to find everything that he 
possibly can and report it. Now, whether it is actually a finding or 
just a notation, I think becomes the important thing. I think in some 
of the cases which have been criticized they were just notations. You 
have referred to some items I am quite familiar with. I think they 
were taken out of context when they were presented here. The report 
of the local authorities which dealt with the matters mentioned by you 
was sent to us and later to the Congress. We accepted this report not 
as being critical except in a constructive way, and have incorporated 
many of its recommendations in our present system. Some of the 
matters dealt with in this report if taken out of context would sound 
very picayunish. However, a reading of the entire report would place 
these same matters in an entirely different light. 

Mr. Rats. Well, certainly we would agree on one thing. It 
wouldn’t hurt for the local authorities to make an audit, but I share 
your opinion there should be some holdover for the Federal Govern- 
ment also to make any necessary audits in these various housing 
authorities and in that respect I agree with you. 
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At the same time, I think there should be some change so that these 
ordinary little things could be done without having to go through such 
detail in the PHA here in Washington. 

Mr. Suusser. I agree there are things in the programs which annoy 
the commissioners of the local authorities. However, those commis- 
sioners probably only meet once a month and hear of them. cad 
don’t live with them every day in a day-to-day operation. I thin 
there are a lot of picayunish things we can take out of the program. 
We are trying to do that and I think we have accomplished it as to 
some of these things. 

Mr. Rarns. Let me move on to another question. You sent me a 
letter, as you did to the other members of the committee, with refer- 
ence to the section which has to do with what I will call rapid amortiza- 
tion of the bonds or debts which the local authority owes, and I did my 
best—I am asking now for information, not in the vein of criticism— 
I did my best to understand it, because as you state it was from the 
Treasury Department, and then I asked the members of our staff to 
try to enlighten us on it. Then we sent it over to the Library of Con- 
gress and asked them to give us an analysis. It didn’t sound right. 
We haven’t gotten it back yet. Therefore, I am not completely in- 
formed on it, but I just wanted to make one point. 

As I read that statement, it means that the longer you owe a debt, 
the cheaper it is I was under the impresison that if you paid a debt 
off early and cut the interest. charges that you would save money, so 
the context seems to be to let these housing authorities bonds or indebt- 
edness to keep running and the Government saves money by it, when 
it is not a Government bond, it is not a Government obligation, it is not 
owned by the Government. It is only insured by the Government. 
Now I am not trying to put you on the spot because I assume you 
don’t know much more about it than I do. It is Treasury matter 
which we don’t understand. But if and when you can get any expla- 
nation that will convince this.committee that you can save money 
by owing a debt longer, you send it up here to us. 

We would really like to see it. 

Mr. Stusser. We have made a detailed analysis of this matter 
showing the cost of the two plans on a year-by-year basis in terms so 
that a layman may readily understand it. 

Mr. Rains. Send it up. We are trying to work on it intelligently. 


_ the aim that we had in mind in putting that in the bill, was to say you 
take all of this money that comes into the local housing authority 


and apply it and instead of saving one-third as was in some of the 
bills last year which I did not favor, you apply it on the debt that you 
owe and get the Federal Government out of it. 

We say that it is a local housing program and if I am right in that, 
then I want to be fully convinced that the Government can maintain 


. its point of the Treasury Department saying it will cost $670 million 


or othrewise I am going to argue very seriously that you save money 
when you pay off debts and cut the interest. That is the only reason 
that we put that in the bill. 

Mr. Stusser. I understand that the entire matter turns on the fact 
that the Government must borrow the funds which it contributes to 
the program and, of course, must pay interest on its borrowing. I am 
sure our analysis will be helpful to you. 
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Mr. Rains. I will tell you what I believe it is, and I will put this in 
the record : I believe it starts from a false assumption. I think that if 
the assumption from which the letter, as I read it, started, that you 
possibly would arrive at the answer. I don’t believe the assumptions 
are correct. That is my own feeling about it as of now. So any fur- 
ther light or information that you can give us on that—and I am pretty 
sure that the action of this committee will hinge a lot on whether we 
think we are going to save money or lose money on that kind of propo- 
sition—so we would appreciate any further information that you could 
give us. 

Mr. SrussEr. We have projected the actual cost of the two plans 
to the Government. Iam sure that this will be helpful to you. I also 
am sure that you will find the assumptions that we have used are 
entirely sound. 

Mr. Ratns. Send them to us and let us see them. 

Mr. Addonizio. 

Mr. Apponiz1o. Mr. Slusser, you quoted from the President’s 
budget message in which you said the President would not ask for 
authorization of any additional units. 

Is that your position, that there is no need for additional units? 

Mr. Stussrr. To answer your question, using the word “need,” I 
would say there is need for housing for low-income families. Other- 
wise we will support the President’s position as far as authorization 
at this time is concerned. 

Mr. Apponiz10. In other words, you don’t feel that we should enact 
in this ‘alprane housing bill any further authorization for public hous- 
ing in the overall housing picture of this country ? 

r. Stusser. I support the President’s position. 

Mr. Apponizio. Don’t you honestly feel that if this job of urban re- 
newal and slum clearance is to be done adequately, certainly there 
must be some additional public housing units authorized ? 

Mr. Suusser. I think that if you take the turnover in the existing 
projects, which represent some 100,000 units a year, add the 110,000 
units authorized but not yet built, this together with FHA 221, 220 
housing will more than take care of relocation needs in the immediate 
future. 

Mr. Asutry. Will you yield at that point ? 

Mr. Apponzzio. I will be glad to yield. 

Mr. Asuiry. You say that there is a turnover of 100,000 units. 

Mr. Stusser. In the present program there is a turnover of about 
100,000 units a year, about a 25 percent of the units. 

Mr. Apponizio. That is on a nationwide basis ? 

Mr. Siusser. Yes, sir. 

Mr. Asnitey. That comes as a surprise to me, Mr. Slusser, because 
the public housing authority that I am familiar with, it just doesn’t 
come to anything like that. 

Mr. Stusser. There no doubt are spots where the turnover is below 
the national average. 

Mr. Apponizi1o. What is the reason for this turnover? 

Mr. Suvsser. I think it is a natural condition in the Nation. I be- 
lieve that our turnover is commensurate with the national turnover 
of all housing whether it is owned housing, rented housing, or what 
not. Some of the causes are shifting of jobs, improvement in living 
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conditions, and, of course, in our program increase in income which 
makes the tenant family ineligible. 

Mr. Apponiz1o. I was trying to get at the specific reason for it. I 
was wondering whether it was because of higher incomes. 

Mr. Stusser. To some extent. However, we had a motivation 
study made of 11 major cities and it produced a variety of reasons 
for tenant moveouts. 

A very small percentage of them were dissatisfied with public hous- 
ing. It wouldn’t be enough to count in the total percentage of turn- 
over. 

Mr. Barretrr. Would you say Philadelphia is one of those cities, 
Mr. Slusser ? 

Mr. Suusser. I frankly don’t know, Congressman Barrett, without 
checking the actual record. I don’t know what your situation is in 
the city of Philadelphia, but I would imagine that in a big city like 


| that you have a normal turnover from shifting of jobs, changing of 





social environment over income and other normal reasons. 

Mr. Barrerr. Well, we only need 150 million annually for 10 years 
to restore adequate housing facilities in Philadelphia. How are we 
going to do that if the administration opposes and severs the public 

ousing program ¢ 

Mr. Brosia: I don’t understand what your 150 million refers to. 

Mr. Barretrr. We need 150 million a year for 10 years for urban 
renewal, and public housing. 

Mr. Apponizio. Referring to page 6 of your statement, section 603, 
you gave some examples there which to me are actually amazing. 

You don’t actually think that those situations will arise? 

Mr. Stusser. I didn’t hear your question, Congressman. 

Mr. Apponiz1o. I want to refer you to page 6 of your statement, 
section 603 of the bill, in which you give certain examples. 

Mr. Stusser. You are referring to the fixing of income limits, rents, 
exemptions, deductions, and eligibility ? 

Mr. Apponizio. Yes. I just wanted to comment that I thought that 
those examples that you gave would certainly—well, they are beyond 
my comprehension. I just wouldn’t think that that kind of thing 
would happen, if you enacted this section of the bill. Iam just won- 
dering whether you really give us a valid reason for opposing these 
changes. 

Mr. Stusser. We are very much concerned about this aspect of the 
program because it goes to the very heart of the program, and the 
public purpose of the basic law. If you violate that 4 law, it seems 
to me that you will destroy the program. If the law permits over- 
income families to move into the projects, you may be assured that 
this will happen. 

Mr. Avponiz1o. It would seem to me that you are talking like a 
representative of the real estate people, the National Association of 
Real Estate Boards, or something. 

Mr. Suusser. I am sorry, but my position normally is just the op- 
my “metro with respect to low-rent housing. 

r. 


ppon1z10. No further questions, Mr. Chairman. 
_Mr. Rarns. Let me say one thing. Of course, you dramatize a 
situation that could come out if you didn’t set the income limit in a 
specific manner. I know you will agree with me, Mr. Slusser, that 
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some of those things are already prevailing as of now, in spite of all 
of the restrictions that we have. 

There are people living in them now for various reasons whose 
incomes are higher than they should be with all of the controls that 
we have. 

Mr. Suusser. I would say there is a certain amount of that. Let 
me say this to you, Congressman: To my knowledge, in the time that 
I have been here as Commissioner of Public Housing, I rejected but 
one income limit recommended by the local authorities. 

We don’t make up the income limits for the projects. They come 
from the local authorities who make application for increases in their 
income limits from time to time. At no time have I rejected any 
income limit application that came to me except in one instance. 

Mr. Ratns. Why then would you object to letting them set it, if 
they have been in all reality setting it except in one instance? 

Mr. SuusseEr. Because a single abuse in one project may nullify the 
program for an entire State. 

Mr. Ratns. Well, Mr. Slusser, coming from the South, as I do, 
I am interested in public housing. I don’t regard it as the top issue 
and it is not one that I fight over as much as some people. I have 
always supported it as I know you have, but coming from the South 
as I do, and these gentlemen from other sections, I believe we are all 
going to have to come to consider the public housing program as a 
local program or it is going to be a rb duck. 

There are many reasons that point toward that, and we might as 
well go back to the basic concept of it in the 1949 act. In 1937, this man 
whose picture is above me wrote the act. I was in the Alabama legis- 
lature and we passed the first law that permitted housing authorities. 

We thought we were setting up an act whereby the local people were 
going torunit. It is not without parallel, but think of the vast amount 
of money that we give to the highway systems. When that moves 
down to Montgomery, Ala., or over to the great State of Ohio, State 
officials and county officials handle that fund. This is not somethin 
completely new to give more authority to a local project. The lan 
grant colleges—I could name you many more in whith we have Fed- 
eral participation—but the large amount of control is at the local 
level. I think that the President’s statements bear out just what we 
want to do when he talks about the right and the role of the local 
and State governments. I think if he really took this thing apart and 
somebody talked to him about it, he might get on our side of it. 

So I think we all, instead of just bucking up a stone wall, should 
see if we can’t supervise it from Washington, but give it some local 
aspects. I know you have been giving it a lot of study but I would 
like to invite your consideration not from the standpoint of some- 
body trying to take something away from you, that is not right. 

I think in the main you have done a real good job with it, but I 
do think that we are approaching the time when we are either going 
to have to give the local housing authorities more authority, or in 
my State of Alabama they are not going to want any public housing. 

There is no need for me to go into detail about it, but that is the way 
the facts really are, and that is one of the reasons why I have changed 
my mind from last yeartonow. Icanseethe trend. 
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Mr. Stusser. Mr. Chairman, I don’t want to leave that without 
comment. I have been a local government official for a large portion 
of my career. 

Mr. Rarns. You were a mayor before you got here. 

Mr. Susser. I also have been a member of the city council, member 
of the school board, as well as a mayor. 

Mr. Rarns. I know that is true. 

Mr. Stusser. I am a great believer in local autonomy but with it I 


believe that you must accept some accountability and responsibility. 


Mr. Rarns. I agree with that. 

Mr. Stusser. We have a very strange relationship here in this public 
housing program. Now if I may go back to your statement about the 
public highways, I would be quite happy if the Congress would pass 
a bill authorizing the Federal Government to pay 90 percent of the 
local housing authorities program and we would walk out and then it 
was the local authority’s business. That is what the highway law does. 
I would quite readily accept that asa basis for a sound program. 

Mr. Rarns. Of course, there is a different mechanism between build- 
ing highways and building homes for low-income peopie and operating 
them. At the same time I think we ought to have all of the local gov- 
ernment participation with the safety features built in so that the Fed- 
eral Government is protected in what it does. 

Now that is sensible to us as Members of Congress just as it is to 

ou. 
4 Mr. Mason. That is not only Mr. Slusser’s position, it is mine. 

Mr. Rarns. Mr. McDonough. 

Mr. McDonoven. Just to clarify this statement in my mind. I am 
reading your statement and I want to ask a question. On page 8 you 
say both bills, referring to 2357 and 2385, would require the Govern- 
ment to pay an annual subsidy equal to the debt service on the bonds 
issued to finance the development of the projects. Both bills provide 
for application of all net or residual receipts to advance amortization. 

Now, under the present law, net residual receipts are used to reduce 
the Federal annual subsidy. What is the Federal annual subsidy to, 
we will say, a city that has 500 public housing units that cost we will 
WE Ng I don’t know what the cost would be, but what is the Federal 
subsidy in that case? 

Mr. Suusser. It would vary. The maximum contribution depends 
on the development cost of the project. The law authorizes an annual 
subsidy based on a percentage of this cost. Normally, the maximum 
percentage is the going Federal rate of interest plus 2 percent. This 
is reduced by contract to a percentage which will provide debt serv- 
ice on the local authority’s bonds. The amount is further reduced 
under present operations by the net receipts from the project. 

It varies greatly and it could vary within one town. In fact, I re- 
call I think the Appropriations Committee questioned us about two 
separate projects In one town, which had a difference in subsidy 
payments. ; 

Mr. McDonovcu. Nevertheless, there is a Federal subsidy in all 
cases. 

Mr. Stusser. There are a few exceptions. Several projects, not 
many, have been able to operate without Federal subsidy. 

36043—59-——10 
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Mr. McDonoveu. But where there is a Federal subsidy, you rec- 
ommend that the residual receipts go to pay back the Federal subsidy 
rather than to amortize the bonds. 

Mr. Stusser. Yes, that is, to reduce the Federal subsidy. 

Mr. McDonoven. The effect of that in my mind would be that you 
would then let go the bonding for its full term, if it is a 20- or 30- 
year bond. 

Mr. Stusser. 40 years. 

Mr. McDonoven. You would be paying to the Federal Govern- 
ment its subsidy that it gave to that city out of the residual receipts 
each year, and you would thereby be preventing the Federal Govern- 
ment from borrowing money to pay a Federal subsidy the next year 
to that city. 

The people who bought the bonds bought them with the under- 
standing they were going to have to hold those bonds for 20 or 30 years, 
whatever the time is. They must have bought them as a save invest- 
ment or they wouldn’t buy them in the first place. They are not 
concerned about the bonds terminating before the 30 or 40 years, or 
they wouldn’t have bought them in the first place, but the Federal 
Government is the parent organization that started this operation and 
it should be paid back. 

It has got to be paid back sometime anyway and your object is to 
pay back to the Federal Government each year those residual receipts 
rather than to pay them to retire the bonds earlier. Is that correct? 

Mr. Stusser. The residual receipts are an aid in reducing the cur- 
rent year’s subsidy. 

Mr. McDonoueu. Well, is my statement correct the way I have 
outlined it? 

Mr. Stusser. Yes, except for this: The residual receipts are not used 
to repay subsidy but to reduce current subsidy and the bonds after 
10 years are callable. 

Mr. McDonoven. Are callable? 

Mr. Susser. Yes, by their terms. 

Mr. McDonouau. Have we had 10 years’ experience in this business? 

Mr. Stusser. We are now approaching the 10-year period with 
respect to a number of projects. 

Mr. Ratns. Mr. Widnall. 

Mr. Wipnatt. Mr. Slusser, if the control by way of Federal audit 
were materially changed, wouldn’t there then be pressure to pay the 
members of the local housing authorities ? 

Mr. Suusser. The local authority would have to pay for the audit, 

es. 
’ Mr. Wipnatt. I don’t mean that. I mean to pay the people who 
served on the housing authority locally. Now let me clarify my 
point of inquiry on this matter: I believe in New York City in the 
low-rent housing programs they are now starting to pay the members 
of the housing authority isn’t that so? 

Mr. Stusser. They pay the employees of the staff. 

Mr. Wwnatt. Not the staff; I mean the people who serve on the 
housing authority, the board members. 

Mr. Stusser. The commissioners in the city of New York by State 
law are paid emnloyees. 

Mr. Wipnati. Wasn’t that a recent change in their law ? 
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Mr. Stusser. Yes. 

Mr. Wipnatu. Isn’t there a pressure developing throughout the 
United States to pay the local members of the housing authorities? 

Mr. Stusser. There has been some. There are bills now pending in 
California and Texas which would do that very thing. 

Mr. Wipnatt. The local board I am talking about, to identify it. 
So actually if you removed the Federal audit it would be far easier to 
establish that practice and make it actually a matter of political 
patronage rather than trying to pick outstanding citizens throughout 
the town. 

Mr. Stusser. I don’t know that I could answer that, Congressman. 

Mr. Wipnatt. Maybe it isan unfair question to ask you. 

Mr. Suusser. I don’t know that I could answer that. 

Mr. Wipnatu. But I have that in mind, because I have seen it 
happen so often legislativewise in New Jersey and on a Federal level. 
The housing authorities that I know are constituted of respected, 
well-known citizens in the community. 

If they get to be on a paid basis, it can become a matter of patron- 
age. I don’t care who is in control, Republicans or Democrats, I know 
what happens. That is one thing I am fearful of in eliminating Fed- 
eral control and permitting more and more local autonomy in the 
program. 

Mr. Ratns. I would suggest to the gentleman that New York has 
had it for many, many years and you and I could agree to put a provi- 
sion in the Federal act that they wouldn’t pay them, and that would 
stop it right off. 

Mr. Stusser. The commissioners of the Boston local authority 
also are paid, but that is because of State law. 

Mr. Apponizio. I don’t know of any authority in New Jersey where 
they are paid. 

Mr. Wesdrsez, No; but the pressures would develop. I would like 
to insert this comment: The present investigation that is being con- 
ducted in New York City might be teaponatlile for some of the effort 
to get public housing out from under the Federal wing. I don’t want 
your answer on that, but I would like to put*it in the record. 

That is all, thank you. 

Mr. Rains. You distinguished gentlemen who are with us, Mr. 
Vanik and Mr. Miller, do you have a question ? 

Mr. VantK. I have no questions. 

Mr. Mrutter. No questions, thank you, Mr. Chairman. 

Mr. Rains. Mr. Ashley. 

Mr. Asuuey. Let me ask a question that has been bothering me. 
How many public housing units will it be possible for your Adminis- 
tration to put under annual contracts after July 1 of this year, Mr. 
Slusser ? 

Mr. Stusser. None. None under annual contribution contract. 

(The following letters were submitted by the Public Housing 
Administration :) 

Pusiic Housing ADMINISTRATION, 
Housing AND HoME FINANCE AGENCY, 
Washington, D.C., February 4, 1959. 


Hon. ALBERT RAINS, 
House of Representatives, Washington, D.C. 


DEAR CONGRESSMAN Rartns: This will thank you for the courtesies extended 
today and confirm our discussions regarding pending housing legislation, par- 
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ticularly with respect to auditing and budgeting operations of the local housing 
authorities. 

The modification of present Federal practice with respect to fiscal auditing, 
and budgetary review and approval desired by local housing authorities can 
best be accomplished, in my judgment, administratively under a new policy 
mandate established by the Congress. This procedure would have advantage 
both to the Federal and local interest in the administration of the low-rent hous- 
ing program. 

With respect to fiscal audits, the provision which now precludes a local hous- 
ing authority from securing an independent audit from a qualified public ac- 
countant is contained not in the statute but in section 311(B) of the standard 
form of annual contributions contract between the Public Housing Administra- 
tion and local housing authorities. This section can be waived so as to permit 
a local housing authority should it so desire to obtain its own audit and treat the 
cost thereof as an eligible operating expense. By retaining administrative flex- 
ibility, we could satisfy the desires of local housing authorities and at the same 
time not interfere with the staffing and programing of PHA fiscal audits as would 
result were each local housing authority in a position to elect shortly before 
the beginning of each fiscal year to have a private or PHA fiscal audit. With 
administrative flexibility, the amount of advance notice required of local hous- 
ing authorities could be varied from time to time so that the joint objective of 
local option and an orderly PHA audit program could be achieved. 

With respect to budgetary review and approval, this also is a requirement of 
the annual contributions contract and not a specific provision of the law. Last 
year PHA adopted a completely modified and improved budget system. Many 
local housing authorities have expressed their satisfaction with it, and we have 
been commended for its installation. Indeed, when I met with committees of 
local housing authority commissioners throughout the country during 195s, I 
discussed with them the desirability of PHA’s relinquishing the approval of 
local housing authority operating budgets. There were differing viewpoints, 
Some commissioners felt that properly they should have and would welcome full 
responsibility and authority over their operating budgets. Others, however, felt 
that they needed and welcomed PHA’s review and comments. 

Again, these viewpoints can be reconciled administratively. Local housing 
authorities could file their budgets with PHA. This is required so that PHA 
can prepare intelligent forecasts of annual contributions requirements. The 
PHA staff could then review and furnish the local housing authority commis- 
sioners with comments and suggestions on the local housing authority’s operating 
plans and costs. The local housing authority commissioners would then be in a 
position to consider the proposals of their own staff, the PHA comments, and 
make their own decision. This would provide both local independence and dis- 
cretion and Federal advice and assistance. 

To my mind, this administrative practice would be preferable to legislative 
changes in the statute, coupled with a directive to change all existing annual 
contributions contracts to incorporate them, for one very cogent reason. This 
procedure is experimental. If instituted by precise legislative requirements and 
contract modification, should the Congress subsequently become dissatisfied with 
the results, it would be unable to restore the status quo since local housing au- 
thorities would be protected by contract even against the power of the Congress. 
On the other hand, should this innovation in Federal practice be instituted ad- 
ministratively under congressional mandate, coupled with the requirement to re- 
port the results back to the Congress after an experimental period, say of 2 
years’ duration, there would be no contractual barrier to the Congress exercising 
its judgment and authority as it deems best suited to the public interest. 

Further, by following the administrative route, should any particular situa- 
tion arise which calls for prompt action in the interest of the low-rent housing 
program, these waivers could be withdrawn in the specific situation. It is un- 
likely that such a situation would occur but freedom to move might be essential 
under what are now unforeseeable circumstances. 

To effectuate this arrangement, we would suggest the inclusion in legisla- 
tion of language in the U.S. Housing Act directing the Public Housing Com- 
missioner to vest the power in local housing authority commissioners to exercise 
their judgment with respect to the operations of the low-rent housing program 
to the maximum extent compatible with the accomplishment of the objectives 
and provisions of the statute. This legislative change, coupled with a statement 
in the committee report setting forth the above outlined administrative modifica- 
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tions in PHA procedure and practice, would assure the institution of the changes 
and give the Congress an opportunity to evaluate the results. 

As you know, the Senate committee formally approved these suggestions, and 
in its report to the Senate discussed them fully on pages 34 through 36. The 
bill which the committee reported to the Senate (S. 57) contains language to 
give effect to these methods of administering these problems which is contained 
in section 401, reading as follows: 

“Tt is the policy to vest in the local public agencies the maximum amount of 
responsibility in the administration of the low-rent program with due considera- 
tion to accomplishing the objectives of this act while effecting economies.” 

Should these suggestions commend themselves to you, we should be happy 
to meet with your staff to work out the technical details involved. 

Sincerely yours, 
CHARLES FE. SLUSSER, Commissioner. 





Pustic HousInea ADMINISTRATION, 
HovusING AND HoME FINANCE AGENCY, 
Washington, D.C., February 5, 1959. 
To: Congressman Albert Rains. 
From: Charles E. Slusser, Commissioner, Public Housing Administration. 
Subject: Federally aided low-rent housing program. 

This is with further reference to our discussions on yesterday regarding the 
low-rent housing program, particularly with respect to tenant eligibility. 

Whether the program serves a public purpose depends solely on the laws 
governing tenant eligibility and their administration. Hence, such laws (and 
their administration) are of paramount importance. 

We are convinced that much of the problem in administering this phase of the 
program stems directly from efforts to define “low-income family” for appli- 
cation on a national basis; also from attempts to establish rents and exemptions 
from income for uniform application in the 40-odd States and Territories 
participating in the program. This is done under the present law through pro- 
visions which establish a rigid rent-income ratio of 20 percent of tenant’s income 
for national administration. The law then attempts to relieve hardships re- 
sulting from this formula by watering down “tenant income” for both eligibility 
and rent purposes through authorizing exemptions from such income. This 
results in the occupancy of projects in some localities and individual cases by 
tenants who are clearly not of low income in their locality. In other cases the 
rental required by the law forces eligible and deserving families to remain in 
or return to the slums. 

It is our studied opinion that all aspects of tenant eligibility, including income 
limits for admission and continued occupancy, exemptions from income for both 
eligibility and rental purposes, and rental should be determined on a locality 
basis. We would recommend that the law be sufficiently flexible to permit each 
local authority to establish policies for either class or individual application in 
accordance with the conditions prevailing in their particular locality and with 
respect to an individual family or families. 

We believe that maximum responsibility should be placed on the local au- 
thorities in the administration of these phases of the program. Certainly the 
local authority is in the best position to know what constitutes a “low-income 
family” in its particular community. We are satisfied that a substantial number 
of local authorities would administer these matters so as to accomplish the 
purposes and objectives of the program. 

However, we cannot ignore the fact that a single abuse, such as the admis- 
sion of ineligible families, could result in a State supreme court decision nullify- 
ing the program for the entire State. To avoid this, minimum supervison is 
mandatory. Ths may be accomplished by continuing Federal approval of income 
limits and rents. We would recommend, however, that the exercise of these 
functions be limited to (i) preventing abuse, (ii) insuring solvency of the 
program, (iii) providing an advisory service which is particularly desired and 
heeded by the small local authorities. 

We are attaching a copy of a simple amendment to the basic law which would 
permit establishment of eligibility and related matters on a locality basis. This 
amendment could be substituted for section 603 of H.R, 2357. 
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To give effect to local autonomy in the administration of these matters, we 
would suggest that section 601 of H.R. 2357 contain a statement substantially 
as follows: 

“In the administration of low-rent housing it shall be the policy that tenant 
eligibility, income limits, and rents be established on a locality basis. In the 
administration of these phases of the program maximum responsibility shall 
be vested in the local public agencies.” 

These proposed changes in the law would not disturb the so-called gap pro- 
visions contained in section 15(7) of the act which are designed to prevent the 
program from encroaching into the areas of housing properly reserved for private 
enterprise. They also would not affect the provisions of section 502(B) of 
the Housing Act of 1948 which make payments made by the Government for 
disability or death occurring in connection with military service an exemption 
at the local authority’s option. 

CHARLES EI. SLUSSER, Commissioner. 


[Attachment] 


Paragraph (1) of section 2 of the U.S. Housing Act cf 19387 is amended by 
striking out the second sentence thereof and inserting in lieu thereof the 
following: 

“The dwellings in low-rent housing shall be available solely for families of 
low income. Income limits for occupancy and rents shall be fixed by the public 
housing agency and approved by the Authority after taking into consideration 
(i) the family size, composition, age, physical handicaps, and other factors which 
might affect the rent-paying ability of the family; and (ii) the economic factors 
which affect the financial stability and solvency of the project.” 


Mr. Rains. No further questions. Thank you very much, Mr. 
Slusser. I am going to look over this information, Mr. Vanik, and we 
can possibly incorporate part of it in the record. 

Mr. Vanix. I submitted it with that idea, Mr. Chairman. 

(The information referred to is as follows:) 


CLEVELAND PLAIN DEALER, 
Cleveland, Ohio, January 12, 1959. 
Hon. CHARLES A. VANIK, 
House Office Building, 
Washington, D.C. 

Deak CHARLIE: Enclosed, in answer to your request, is the set of clippings 
of my recent series of articles on urban renewal. 

If there are any developments at your end stemming from the situation 
discussed in the articles I should appreciate it if you would keep me advised 
so that I could perhaps do some follow-up pieces. 

Thanking you for your interest, I am sincerely 

GENE SEGAL 
[Jan. 1, 1959] 


URBAN PROGRAM SHOWING DEFECTS 
(By Eugene Segal) 


Events in Cleveland’s first housing developments in urban renewal areas 
have exposed some serious faults in the renewal program. 

There is a growing apprehension among public officials, investors and others 
of practical experience in urban renewal that unless these defects are cor- 
rected the movement some day will have to be abandoned as another noble 
but unsuccessful experiment. 

Pared down to its simplest terins, the trouble is this: 

At today’s building costs, urban renewal housing has had to bring rents 
ranging from $87 to $92 a month for one-bedroom suites, $77.50 to $109 for 
two bedrooms and $86 to $117 for three bedrooms. 

These rents, it is turning out, are too high for a class of persons in the Negro 
population who are willing to live in areas which, though redeveloped, still 
bear the stigma of the slums they recently replaced. 

Another class, who could afford the rents, will not live there. These for 
the most part are the professionals and persons self-employed in their own 
businesses. 
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Scovill and Woodland Avenues SE. represent for them a past from which 
they have escaped and to which they will not return, no matter how much 
the neighborhoods have improved. They want to rent or buy in the better 
fringe areas of the city or the suburbs. 

The questions, then, which thoughtful persons working in the urban renewal 
movement have been asking themselves are these: 

If one group can’t afford the new housing and the other won’t have it, whom 
are we building for? 

What remedies can be applied to bring the rents within the incomes of per- 
sons needing and wanting this housing? 

Possible cures will be suggested in a later article, They will require drastic 
measures, but persons proposing them say nothing less will save the renewal 
rogram. 

, All of the housing developments have had trouble; Garden Valley the least. 
It is significant that in Garden Valley, where rents are lowest at $77.50 to $80 
for two-bedroom suites and $90 for three bedrooms (not including utilities), 
vacancies are at the low rate of 4 percent. This means that of 222 suites only 
9 are vacant, according to R. Craig Dunlop, the builder-owner. 

Tenants complain they have to skimp on other necessities to make the rent. 
Some fall behind in payments, but only one family has had to be evicted, Dunlop 
said. 

Longwood Community Homes, a section of the Area B redevelopment with 
283 suites, built by Oscar H. Steiner and Chat Paterson, has a turnover of two 
or three apartments a month, even though tenants “bought” their suites under 
a cooperative plan. 

If they make down payments of $500, for example, their months payments 
are $81.50 for a two-bedroom unit and $86 to $91.50 for three bedrooms. Pater- 
son said that, even at this comparatively low figure, tenants have to struggle 
to meet the monthly charge. 

When they move they sell their apartments. 

Villanova and Terranova Homes, also in Longwood, have a total of 187 beau- 
tiful apartments with modern facilities, including air conditioning. George N. 
Seltzer was the builder. The suites rent for $87 and $94 a month for one bed- 
room and $99 and $104.50 for two bedrooms. Nearly 55 percent of them are 
vacant. 

The worst experience has been in Longwood Village, a section of Area B 
fronting on Woodland Avenue and East 40th Street. Built by James H. 
Scheuer and Raphael D. Silver, it offers some of the amenities found only in more 
expensive apartments. 

These include a free nursery school, a community center, sculptured play- 
ground equipment in modern design, sculptured abstractions and reflecting 
pool, and use of varied colors to avoid monotony in the appearance of the 
buildings. 

The builders did more than was required of them to make Longwood Village 
an attractive, pleasant place to live. But they were embarrassed and their 
investment had been jeopardized by a tenants’ “rent strike,’ which started last 
fall and continued until cold weather set in. 

The rents, fixed by the Federal Housing Administration, which insured the 
mortgages, are $92 a month for one-bedroom suites, $107 to $109 for two bed- 
rooms and $117 for three bedrooms. 


UNITS VACANT 


Until the strike began, the apartments were renting almost as fast as they 
were finished. But now 85 of the development’s 292 units are vacant, according 
to George Springer of Bates & Springer, property management firm. 

The strike issues were complicated and confused by a highly charged emo- 
tional factor. Dissatisfaction with rents could not entirely explain the vehe- 
mence of the tenants’ response to the strike call and their willingness to walk the 
pee line for weeks, although it was obvious that their demands could not 

met. 

Recent interviews with some tenants show that Longwood is one of the places 
where the Negro’s long-smoldering resentment of the white man’s mastery is 
coming to a head. Here are seen effects of the Negro’s militancy growing out 
of his fight for civil rights. 

In resolving the problems of urban renewal, this may be more difficult to 
deal with in the long run than the rent issue. 
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[Jan. 2, 1959] 





HovsinG Rent Hicu, ALL AGREE 
(By Eugene Segal) 


Tenants in urban renewal housing can get no argument from their land- 
lords when they complain that their rents are too high. 

Owners and managers of the properties not only agree but see the urban 
renewal program headed for serious trouble unless special means not now avail- 
able are provided to bring the rents into reasonable relationship to incomes of 
persons occupying the dwellings. 

As it is, building costs make lower rents impossible. 

George Springer of Bates & Springer, management firm for Longwood Village, 
which had a “rent strike” last fall, believes there is room in Cleveland for only 
one urban renewal development with rents as high as in this project. 

Its rents are $92 a month for a one-bedroom suite, $107 and $109 for two 
bedrooms and $117 for three bedrooms. 

“I’m firmly convinced our trouble started with the recession and will end 
with it,” Springer said. “But any urban renewal housing built from now on 
should rent for no more than $70 to $90. Trouble starts after $90.” 

He estimates weekly incomes of tenants average $80 to $90. 

Chat Paterson, one of the builders of apartments adjoining Longwood Village, 
and R. Craig Dunlop, Garden Valley builder, go along with a rental figure of 
about $80 as the maximum that shoud be charged. Mrs. Frances Williams, 
manager of Villanova and Terranova Homes in the Longwood development, be- 
lieves it should be $75. 

“At that figure we could fill everything we’ve got and would have no trouble,” 
she said. 

The problem is what can be done to cut rents to manageable size while build- 
ing costs go up. The men with experience in urban renewal construction pro- 
pose various solutions. 

Paterson and his partner, Oscar H. Steiner, are urging subsidies in the form 
of free building sites for urban renewal housing. At present the city sells the 
land to developers. Giveaway land, Paterson says, would make possible consid- 
erable rent savings for tenants of homes built on the land. 

He cites this example: 

He and Steiner paid $135,000 for Longwood area land on which they built 283 
dwelling units. That breaks down into a charge of about $480 for land against 
each unit. 

“Builders estimate they must have a gross return of about 10 percent on 
investment to cover mortgage interest, taxes and other service costs,” Paterson 
said. 

In New York State, taxes on developments built by limited-dividend eorpora- 
tions are frozen at the amount paid on the old property which the new buildings 
replaced. The freeze continues for 40 years. 

The difference that tax abatement would make in rents here is indicated by 
Dunlop’s experience in his Garden Valley development. When planning the 
project he set up a rent schedule on the basis of real estate taxes amounting to 
$12 a suite. But the taxes were fixed at $16 a suite. If they are not reduced 
the rent will have to be increased, Dunlop said. 

“The taxes are higher than the average for residential units in the whole of 
Cleveland,” he asserted. 

Offered by James H. Scheuer, one of the builders of Longwood Village, as the 
most effective device for overcoming the cost-rent squeeze in urban renewal 
housing is a New York State law which cuts a big chunk from the interest paid 
on mortgage loans. This is the Mitchell-Lama law. 

It authorizes the State or cities to raise money through bond sale for use in 
making direct loans to limited-dividend corporations for housing construction. 
Through this device, public credit with lower interest rates can be made avail- 
able to private individuals. 

“In Cleveland,” Scheuer said, “we pay 414 percent interest, plus 114 percent 
on principal plus one-half of 1 percent for FHA servicing. This totals 6%4 
percent. 

“The total current cost under the Mitchell-Lama law is 3.87 percent, including 
3 percent interest and 0.87 percent amortization on 50-year mortgages. 
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“If you had a similar law in Ohio the rent on our $109 apartments in Long- 
wood Village would be $79.” 

Scheuer, however, would limit the direct loans to 10 years instead of allowing 
them to run 50 years. The 50-year mortgages, he says, do not take into consid- 
eration America’s expanding economy and rising family income, which would 
enable tenants to pay increasing rents as their fortunes improve. 

Scheuer also recommended tax abatement but would let it run for no more 
than 3 or 5 years. He believes the 25-year abatement period in Missouri and 
the 40 years in New York are unwarranted by the facts of life in our economy. 

“Few families need special help for that long,” he said. “In our economy 
we can assume that their conditions will improve. Tax exemption should be 
granted only for the first few years while a project is getting lived in, is matur- 
ing and being sold to people as a desirable place to live. These are the difficult 

ears. 

. “Such subsidies as tax exemption and direct low-cost loans can’t be used as an 
indefinite drain on public finances. But if used moderately, with precision and 
within limits, they can stimulate a lot of projects. 

“Subsidies don’t prove anything. The whole urban renewal program has got 
to get into long pants and pay its own freight. We won’t have any urban re- 
newal program if cities have to go broke doing it.” 


[Jan. 3, 1959] 
NEW Progect TENANTS NEED STRAIGHT TALK 
(By Eugene Segal) 


Part of the trouble in urban renewal developments can be traced to some- 
body’s failure to explain to the tenants exactly what kind of projects they were 
getting into and what would be expected of them. 

Another source of difficulty, especially in the Longwood (area B) development, 
is an intangible for which everybody and nobody in particular is to blame and 
for which no quick local remedies can be found. 

It is the Negro’s exploding resentment of the treatment he has received at the 
hands of the white man. Nothing has happened in Longwood to bring this 
feeling to the surface. 

“There is more than a little bit of Little Rock in what’s happening,” said a 
tenant of Longwood Village, a section of the area B development where a “rent 
strike” occurred last fall. 

FEEL RENTS TOO HIGH 


One of the organizers of the Longwood Village protest was David Ballard, an 
articulate young man who has studied theology, is temporarily out of work and 
expects to return to school for more training. 

He lives in a $109-a-month apartment at 3753 Woodland Avenue SE. 

“We know that an apartment like this in this neighborhood would rent to a 
white man for $90,” Ballard said. ‘He wouldn’t have to pay any $109 in this 
neighborhood. There are too many other places he could go. 

“Negroes are always resentful of white landlords because they feel the white 
man is an exploiter. 

“People in Longwood Village resent management’s taking the attitude that 
says: “‘What are you kicking about? This is better than you had before.” As 
if we don’t deserve better and ought to be grateful for what they do for us even 
though we pay a big price for it. 

“We don’t mind living in an all-Negro community. But we do strongly mind 
knowing that we have to live here because there is no other place with decent . 
housing for us to go to. 

Tax abatement: Some States, including New York and Missouri, exempt 


/ housing built by limited-dividend corporations from all or a portion of real 


estate taxes for a limited number of years. 

Better communications between the city or landlords and tenants also will 
be required if future renewal projects are to avoid troubles of the Longwood 
development. 

Much of the resentment of Longwood residents stemmed from misunderstand- 
ing which need not have occurred if somebody had bothered to explain clearly 
to them what kind of development they were getting into. 
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FAVORS “SELLING” 


Many thought it was a kind of public housing with subsidized rent and were 
embittered when they found that the rent, as they oddly expected, was not 
reduced after they moved in. 

Ernest J. Bohn, who, as director of the Metropolitan Housing Authority, is 
probably the most experienced landlord in town, believes a program of “selling” 
urban renewal projects to the community has to be developed. 

“Tt was a mistake of the builders to think that they simply could invite tenants 
to come and get this fine new housing as they do with other real estate develop- 
ments,’ Bohn said. “Urban renewal is a brandnew concept. You are creating 
islands of excellent housing in the middle of areas which bear the stigma of 
hated slums. 

“You’ve got to spell out for people the advantages of living in these develop- 
ments. You do it by constant and direct contact of your best representatives 
with men in plants, churches, civic organizations and other groups. That’s 
selling.” 

[Jan. 4, 1959] 


Drrect Loans Best ANSWER FOR PROJECTS 
(By Eugene Segal) 


Direct loans from government to builders appear to be the most workable 
device for holding down rents in urban renewal housing. 

Previous articles in this series have shown that renewal projects are proving 
to be something less than successful because of high building costs and interest 
rates on mortgages. 

Rents that must be charged to support these costs and mortgage service are 
considerably more than can be paid by persons willing to live in redeveloped 
slum areas. 

Discontent which erupted last fall in a “rent strike” (but involved other factors 
such as interracial tension) still smolders in the Longwood (Area B) renewal 
development. 

NEW YORK HAS KEY 


Direct government loans to builders are made at much lower rates of interest 
than can be obtained from banks, and the cut is reflected in lower rents. 

For example, it has been estimated that $109 rent in Longwood Village could 
be sliced to $79 if Ohio had legislation like New York’s Mitchell-Lama law. 

Under this law, New York State or its cities may raise money by bond sale 
and lend it to limited-dividend building corporations at a rate which currently 
is 3.87 percent for interest and amortization of principal. This compares with 
64% percent under an FHA-insured mortgage. 

There are plenty of other precedents for use of the direct loan procedure. 
In facet, St. Vincent Charity Hospital is going to build a dormitory for student 
nurses, using $500,000 borrowed from the Federal Government under a section 
of the Housing Act providing loans for housing for educational institutions. 

These are 50-year loans, made by the Housing and Home Finance Agency. In- 
terest is at one of these two rates, whichever is higher—2%4 percent or 14 percent 
added to the rate of interest the HHFA has to pay the U.S. Treasury to borrow 
the money. 

The State of Connerticut also has a direct loan program for builders of middle 
income housing and housing for the aged. 


OTHER SUGGESTIONS 


Other measures suggested to cut costs and rents are: 

Land subsidy: The city now sells developers cleared slum land to be used as 
sites for renewal projects. One builder said that, if the $135,000 tract on which 
he built in area B had been given to him by the city, rents would be reduced 
$4 a month. 

“The Negro everywhere is restless, militant and on the march. And that’s 
what you’re seeing here.” 

Another Longwood Villager said: “What if you were 25 years old, earned 
your own living and were raising a family and people treated you like a boy. 
The whole attitude of management here is you do it this way, the way we want it 
and no back talk. We’re tired of being treated like boys: We want to be treated 
like men.” 


| 
| 
| 
| 











me 
not 
ear 
of 1 


dey 


city 


Pw | 


Ss 


S Sg — | 





rPeUS + @ 


at 


le 
y 


it 
n 


n- 
at 
Ww 





HOUSING ACT OF 1959 147 


He was unable to cite any specific example of shabby treatment by manage- 
ment. It seemed that the attitude alone was what bothered him. 

If urban renewal is in danger of foundering on racial friction, probably 
nothing less than a long-enduring social revolution can save it. But something 
can be done now to end misunderstandings which have been the cause of much 
of the dissatisfaction in the renewal projects. 

This would seem to be the joint responsibility of the city’s urban renewal 
department, the owners and managers of properties. 


EXPACTATIONS DASHED 


“Somebody ought to take the time to sit down with these people before 
they come in here and go over point by point everything there is to know about 
the place,” said a Longwood resident. “Then they ought to go over it again. 

“Most of these people feel double-crossed. They knew the government and 
city had something to do with this housing and that sounded to them like low 
rent. 

The officials referred to it as a project. To these people project means public 
housing, and so they expected low rent, which they didn’t get.” 

Longwood was built under a section of the Housing Act designed to upgrade 
neighborhoods rather than provide low rents. Apparently, nobody at City Hall 
ever bothered to make this clear to Central Area residents whose homes were 
demolished to make room for Longwood. 

“Management says the people shouldn’t have moved in when they found 
out the rent was too high,” the Longwood resident continued. ‘“I’ll tell you why 
they moved in. 

“You know the fellow who buys a Cadillac and then can’t keep up the pay- 
ments? Well, here was this beautiful new housing, the first that was ever 
open to them. It’s the Cadillac, and they moved in even when they knew they 
wouldn’t be able to pay the rent very long. 

“Some of them thought it was worth moving just to have such a nice place 
only for a month. A lot of them thought the rents would come down after 6 
months because they figured they couldn’t possibly stay that high in this 
neighborhood.” 

The bitterness that resulted when the rents had to be paid every month and 
did not come down, the man said, could have been avoided if someone had made 
a job of talking sense to prospective tenants. 


WHAT'S THE CATCH ? 


“They’re all suspicious of this place,” he went on. “They say it’s too much 
eandy for a dime. They ask what’s the catch. Are the owners going to let 
people take in roomers? Or are they going to cut up the apartments into one- 
room things? 

“You can’t just build a place like this and tell people to come and get it. It’s 
just too good for them to believe in. The average Negro, when he goes out to 
buy or rent a house, is shown something nice on the outside and gets a lot of 
promises, but when the goes in the ceiling falls on his head. 

“You’ve got to quiet their fears. You’ve got to sell a place to the people if 
you want urban renewal to make out.” 

Mr. Rarns. The next witness is Mr. Steiner. 

If you have a brief summary, why don’t you proceed with that and 
then we can ask you questions. Mr. Steiner’s entire statement will go 
into the record. 


FURTHER STATEMENT OF RICHARD L. STEINER, URBAN RENEWAL 
COMMISSIONER 


Mr. Sreter. Thank you. I will just read the summary which I 
believe covers the important items. 

Mr. Chairman and members of the committee, I appreciate the 
opportunity to present the views of the Housing Agency with regard 
to the urban renewal legislation being considered by your committee 


today. 
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First I would like to give you a ooo igg.”? of the Agency’s position 
on the more important issues involved. Then I will discuss the in- 
dividual proposals in detail. 


SUMMARY OF POSITION ON MORE IMPORTANT ITEMS 


As Mr. Mason has indicated, we are urging the immediate passa 
of the joint resolution (H.J. Res. 36, H.J. Res. 77, and H.J. Res. 89) 
which would reestablish the reserve of $100 million in capital-grant 
authority that was released by the President last August, and provide 
$100 million in new authority for the continuation of the urban. re- 
newal program during the current fiscal year. We do not believe 
that the initiation of new projects should be further delayed, while 
the complex provisions of an omnibus housing measure are developed 
by the Congress. 

For the year beginning on July 1 and future years, we are recom- 
mending a 6-year program of new capital-grant authority, with $250 
million being made available in each of the first 3 years, and $200 
in each of the following 3 years. 

This would be coupled with a gradual increase in the local share of 
net project costs from one third to one half. These proposals are 
contained in the bill supported by the administration, H.R. 3319. 
They would provide for a total of $1.35 billion in new capital-grant 
authority, and give participating communities the assurance that the 
program will continue to operate at a generally consistent level over 
the next 6 years, with the States and localities assuming a more equi- 
table share of responsibility for urban renewal costs. 

We believe that these proposals would provide for the best utiliza- 
tion of the Federal funds that can be made available for this program, 
and that a larger amount of new capital-grant authorization with a 
continuation of the present Federal-local sharing ratio would place an 
excessive burden on the Government, in view of the other demands on 
the Federal budget anticipated in the years to come. 

We are proposing that Federal grants be made available to assist 
localities in the preparation of long-range renewal programs, which 
would relate a community’s total problem of blight and deterioration 
to the resources available to eliminate those conditions. This would 
permit the locality to schedule its renewal efforts over a term of years, 
making best use of annual increments in local and Federal resources 
for the program. 

In the third place, we are proposing that the localities undertake a 
portion of the initial responsibility for financing the planning of urban 
renewal projects, through the substitution of a + ee grant system for 
the present Federal planning advances. This should result in a more 
careful selection of projects by localities, a greater incentive for the 
elimination of waste, inefficiency and delay, and a reduction of Federal 
supervision and procedures. 

We recognize the increasing need for Federal assistance in the re- 
newal of obsolete and deteriorated areas where housing problems are 
not involved. To meet this need, we are proposing that urban renewal 
projects without capital grants be authorized. 

The other usual forms of title I assistance would be available, and 
the Agency would contract to make a refunding loan where necessary 
to help a locality amortize the net cost of such a project over a period 
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not to exceed 10 years. In this way, the capital grant authorization 
would be conserved for projects that are designed to achieve housing 
objectives. 

We are proposing a new method of controlling the aggregate out- 
standing amount of loan contract obligations, which will obviate the 
necessity of increasing the statutory limit on the Administrator’s au- 
thority to borrow from the Treasury. Under this proposal, loan com- 
mitments would be limited to the aggregate of estimated project 
expenditures for the projects being assisted under such commitments 
at any given time. As a result of the local agencies’ success in obtain- 
ing working capital in the private money market through pledging 
their Federal loan contracts, actual disbursements to them and borrow- 
ings from the Treasury are only a fraction of the aggregate of out- 
standing commitments. 

The present statutory limit on the Administrator’s authority to 
borrow from the Treasury should, under this proposal, be adequate 
for the foreseeable future. 

We are proposing that an additional $10 million be authorized for 
urban planning assistance grants under section 701 of the Housing Act 
of 1954. This program is meeting a real and growing need, and addi- 
tional funds will be necessary for its continuation. However, on the 
basis of our experience to date, we are opposed to various other amend- 
ments that have been submitted, such as amendments which would 
undermine the progress that has been made by the various State plan- 
ning agencies in response to this program. 

Finally, H.R. 3319 proposes a number of amendments that are 
designed to improve the operation of the urban renewal program by: 
(1) Simplifying the urban renewal plan requirements; (2) eliminating 
the State limitation on loan funds; (3) clarifying the ability of Federal 
agencies to acquire project land; (4) providing an incentive for the 
use of local funds for project working capital; and (5) facilitating 
the sale of long-term local public agency obligations in the private 
money market. 

At the same time, we are strongly opposed to some of the amend- 
ments contained in other bills, such as the proposals for: (1) early 
acquisition of project land before the approval of urban renewal, re- 
location, and financing plans; (2) providing noncash grant-in-aid 
credit for local public works prior to establishing any relationship to 
the attainment of urban renewal project objectives; (3) extending 
increased relocation payments to large new groups of families and 
businesses, and (4) making reservations of capital-grant authority 
without maintaining an annual control on the fm of new projects. 

Mr. Chairman, that concludes the summary. I would be glad to read 
the remainder or submit it for the record. 

Mr. Rats. We will put the full statement in the record and ask a 
few questions. 

(The statement is as follows :) 


STATEMENT OF RicHarp L. STEINER, URBAN RENEWAL COMMISSIONER, ON 
PENDING HousING LEGISLATION 


Mr. Chairman and members of the committee, I appreciate the opportunity 
to present the views of the Housing Agency with regard to the urban renewal 
legislation being considered by your committee today. First I would like to 
give you a summary of the Agency’s position on the more important issues 
involved. Then I will discuss individual proposals in detail. 
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SUMMARY OF POSITION ON MORE IMPORTANT ITEMS 


As Mr. Mason has indicated, we are urging the immediate passage of the 
joint resolution (H.J. Res. 36, H.J. Res. 77, or H.J. Res. 89) which would re- 
establish the reserve of $100 million in capital grant authority that was released 
by the President last August, and provide $100 million in new authority for 
the continuation of the urban renewal program during the current fiscal year, 
We do not believe that the initiation of new projects should be further delayed, 
while the complex provisions of an omnibus housing measure are developed by 
the Congress. 

For the year beginning on July 1 and future years, we are recommending a 
6-year program of new capital grant authority, with $250 million being made 
available in each of the first 3 years, and $200 million in each of the following 
3 years. This would be coupled with a gradual increase in the local share of 
net project costs from one-third to one-half. These proposals are contained 
in the bill supported by the administration, H.R. 3319. They would provide 
for a total of $1.35 billion in new capital grant authority, and give participating 
communities the assurance that the program will continue to operate at a gen- 
erally consistent level over the next 6 years, with the States and localities 
assuming a more equitable share of responsibility for urban renewal costs. 

We believe that these proposals would provide for the best utilization of the 
Federal funds that can be made available for this program, and that a larger 
amount of new capital grant authorization with a continution of the present 
Federal-local sharing ratio would place an excessive burden on the Government, 
in view of the other demands on the Federal budget anticipated in the years 
to come. 

We are proposing that Federal grants be made available to assist localities 
in the preparation of long-range renewal programs, which would relate a com- 
munity’s total problem of blight and deterioration to the resources available 
to eliminate those conditions. This would permit the locality to schedule its 
renewal efforts over a term of years, making best use of annual increments in 
local and Federal resources for the program. 

In the third place, we are proposing that the localities undertake a portion 
of the initial responsibility for financing the planning of urban renewal projects, 
through the substitution of a shared grant system for the present Federal 
planning advances. This should result in a more careful selection of projects 
by localities, a greater incentive for the elimination of waste, inefficiency and 
delay, and a reduction of Federal supervision and procedures. 

We recognize the increasing need for Federal assistance in the renewal of 
obsolete and deteriorated areas where housing problems are not involved. To 
meet this need, we are proposing that urban renewal projects without capital 
grants be authorized. The other usual forms of title I assistance would be 
available, and the Agency would contract to make a refunding loan where 
necessary to help a locality amortize the net cost of such a project over a period 
not to exceed 10 years. In this way, the capital grant authorization would 
be conserved for projects that are designed to achieve housing objectives. 

We are proposing a new method of controlling the aggregate outstanding amount 
of loan contract obligations, which will obviate the necessity of increasing the 
statutory limit on the Administrator’s authority to borrow from the Treasury. 
Under this proposal, loan commitments would be limited to the aggregate of 
estimated project expenditures for the projects being assisted under such com- 
mitments at any given time. As a result of the local agencies’ success in obtain- 
ing working capital in the private money market through pledging their Federal 
loan contracts, actual disbursements to them and borrowings from the Treasury 
are only a fraction of the aggregate of outstanding commitments. The present 
statutory limit on the Administrator’s authority to borrow from the Treasury 
should, under this proposal, be adequate for the foreseeable future. 

We are proposing that an additional $10 million be authorized for urban 
planning assistance grants under section 701 of the Housing Act of 1954. This 
program is meeting a real and growing need, and additional funds will be neces- 
sary for its continuation. However, on the basis of our experience to date, we 
are opposed to various other amendments that have been submitted, such as 
amendments which would undermine the progress that has been made by the 
various State planning agencies in response to this program. 

Finally, H.R. 3319 proposes a number of amendments that are designed to 
improve the operation of the urban renewal program by: (1) simplifying the 
urban renewal plan requirements; (2) eliminating the State limitation on loan 
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funds; (8) clarifying the ability of Federal agencies to acquire project land: 
(4) providing an incentive for the use of local funds for project working capital: 
and (5) facilitating the sale of long-term local public agency obligations in the 
private money market. 

At the same time, we are strongly opposed to some of the amendments con- 
tained in other bills, such as the proposals for: (1) early acquisition of project 
land before the approval of urban renewal, relocation, and financing plans; 
(2) providing noncash grant-in-aid credit for local public works prior to estab- 
lishing any relationship to the attainment of urban renewal project objectives; 
(3) extending increased relocation payments to large new groups of families 
and businesses, and (4) making reservations of capital grant authority without 
maintaining an annual control on the volume of new projects. 

I should now like to present a more detailed statement on the provisions of 
ELR. 2357, H.R. 2385, H.R. 2859, and H.R. 3319. 


I. THE BILL SUPPORTED BY THE ADMINISTRATION (H.R. 3319) 


The administration supports the provisions contained in H.R. 3319, which 
contains a number of proposals made during the last session of Congress. How- 
ever, several of these proposals have been revised in various ways, and the bill 
also contains several proposals that have not previously been submitted to the 
Congress. For these reasons, and in the interest of clarity, I will discuss each 
of the more important urban renewal provisions in the bill. 


Sections 304 and 305: A 6-year program of new capital grant authority and re- 
duction of the Federal share of project costs 

These two proposals, which were contained in substantially the same form in 
the administration bill last year, are closely interwoven. Section 305 would 
establish a 6-year extension of the urban renewal program, with $1.35 billion 
in new capital grant authority becoming available in accordance with the follow- 
ing schedule: $250 million in each of the fiscal years 1960, 1961, and 1962, and 
$200 million in each of the fiscal years 1963, 1964, and 1965. The total of these 
new authorizations would be equal to the total amount of capital grant authority 
that has been provided in the first 10 years of the program. 

Section 304 would provide for a reduction in the Federal share of net project 
costs from two-thirds to one-half, going into effect gradually over a 3-year 
period. There would be no change in the present two-thirds share during the 
first year (fiscal year 1960). Thereafter, the Federal share would be decreased 
in annual steps: to 60 percent in fiscal 1961, to 55 percent in fiscal 1962, and 
to 50 percent in fiscal 1963 and succeeding years. 

The gradual change in the sharing formula would permit localities to make 
the necessary adjustments in their financing programs, and the bill would 
provide for at least $250 million a year in new capital grant authority until 
the transition is complete. Then the level of new grant authority would drop 
to $200 million a year for 3 additional years. When both Federal and local 
contributions are taken into account, this would provide for a generally con- 
sistent program level for the next 6 years. It would also implement the ad- 
ministration’s general fiscal policy of providing for greater participation by 
States and localities in financing programs that have local as well as national 
benefits. The proposed program level, which has been determined in the light 
of other anticipated demands on the Federal budget in the years to come, 
will probably not be sufficient to satisfy the aggregate of all the requests that 
localities might desire to submit. In order to distribute the available funds 
as equitably as possible during the current year, and to permit communities 
to proceed with programs without the delays that result from a waiting list 
situation, the Agency has placed a limitation on the amount of new capital 
grant authority that may be reserved for any one city, rather than dealing 
with local applications on a first-come, first-served basis as in the past. This 
practice, together with a forward authorization of new capital grant funds 
for 6 years, should help localities plan ahead and obtain the most efficient 
utilization of each tax dollar expended on this program. 

It should be pointed out that the proposed change in the Federal share of 
net project costs would have no effect on projects for which planning may 
have been initiated before July 1, 1960, nor on the option of localities to adopt 
the alternative capital grant formula, under which a locality may obtain a 
higher Federal grant by paying most of the planning, administrative, and legal 
costs connected with a project. The alternative formula now provides for a 
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75-percent Federal grant. Under the proposed bill, this could be gradually 
decreased so as to maintain a generally consistent relationship to the normal 
sharing formula that is in effect at any given time. 

The bill provides for local contributions which are in excess of the required 
local share for any one project to be pooled with the local contributions re- 
quired for other projects, regardless of the cost-sharing formula that is in 
effect in each case. This is important because the declining Federal share 
would result in projects which are initiated in different years being undertaken 
on the basis of different cost-sharing formulas. It is also important to eliminate 
an inequity in the existing law, which prohibits the pooling of local contribu- 
tions between projects undertaken with the usual formula and projects under- 
taken with the alternative formula. 

Section 305 also contains an amendment relative to capital grant funds, 
which would permit the Administrator to apply appropriations of such funds 
to repay the Secretary of the Treasury for notes issued to finance urban renewal 
planning advances, in cases where the projects for which such advances were 
made have been terminated, and the advances have thereby become uncollectible. 
The amount of capital grant authority that would be utilized in this fashion 
would amount to slightly more than $2 million at the present time. By repay- 
ing the outstanding Treasury notes, the Administrator would avoid the pay- 
ment of continuing interest charges on uncollectible funds. 


Section 303: Urban renewal loan authorization 


Section 303 of the bill is designed to change an unnecessary and impractical 
limitation on the loan contracts that may be entered into by the Agency for 
the purpose of providing financing for urban renewal projects. If this limita- 
tion is not revised, the program will be seriously hampered, if not stopped, 
within a few months. 

As you know, Federal assistance for local urban renewal projects includes 
both temporary and long-term financing. The temporary financing consists of 
advances to local public agencies for surveying and planning project areas, 
and temporary loans to provide working capital for the expenses involved in 
executing projects. The long-term financing consists of definitive loans to re- 
fund portions of temporary loans where land is disposed of by long-term lease 
rather than by sale. By far the largest category is the temporary loan, which 
normaly is made in an amount sufficient to cover the necessary costs of carry- 
ing out a project, in addition to local cash grants-in-aid. 

In actual practice, a temporary loan or a definitive loan takes the form of 
a contractual commitment to lend Federal funds. The local public agency may 
pledge this commitment as security for borrowing the necessary funds in the 
private market, and in most cases, that is what actually happens. As a result, 
although the Federal Government has made a commitment for the full amount, 
the actual disbursement of Federal loan funds amounts to only a small frac- 
tion of that amount. The effect is that of a Federal guarantee system. 

A difficulty has now arisen with respect to the making of loan commitments 
under the present law. In order to meet his obligations under the commit- 
ment system, the Administrator is authorized to have up to $1 billion in borrow- 
ings from the Treasury outstanding at any given time. The Agency has felt 
compelled to consider this borrowing limitation of $1 billion as being applicable 
also to the amount of loan commitments that the Administrator may have out- 
standing. This has worked without difficulty in the early years of the program, 
but today a majority of urban renewal projects are entering the execution 
stage—when temporray and definitive loan commitments are made—and the 
total of outstanding commitments will reach the $1 billion limit about the end 
of the current fiscal year. This means it will be impossible to enter into the 
commitments needed to execute additional projects without either an increase 
in the Administrator’s authority to borrow from the Treasury, or a change in 
the manner in which loan commitments are limited. 

Since the Administrator will not normally need to borrow from the Treasury 
and disburse more than a small percentage of the total amount of the loan 
commitments, we do not feel that an increase in the statutory borrowing au- 
thority is warranted. Instead, we are proposing legislation which would define 
the limitation on loan commitments as the aggregate of estimated project ex- 
penditures for all projects being assisted at any given time, recognizing that 
the primary factor controlling the number and size of urban renewal projects 
is that statutory capital grant authorization. Under this proposal, the Ad- 
ministrator would be required to estimate the amount of funds that he will 








val 


ry 
an 
u- 
ne 


at 
‘ts 


ill 





HOUSING ACT OF 1959 153 


need to borrow from the Treasury from time to time, for the purpose of mak- 
ing disbursements for planning advances and for the relatively small portion 
of project expenditures for which it is not feasible to obtain private funds 
through federally guaranteed borrowings. These estimates would constitute 
the obligation against the Administrator’s borrowing authority of $1 billion. 

These changes would permit the Administrator to enter into further contracts 
for the execution of additional projects after the end of the current fiscal year. 
The proposed language would require that project financing be done through 
non-Federal sources to the greatest extent practicable. Although it appears 
unlikely that in the foreseeable future such contracts will require obligations 
against the Treasury borrowing authority in aggregate amounts exceeding $1 
billion, the President would be authorized to permit borrowings by the Admin- 
istrator in excess of $1 billion, if that should ever become necessary in order 
to carry out the provisions of the loan commitment contracts then in force. 

It should be emphasized that this amendment would make no change in the 
method by which urban renewal capital grants are authorized by the Congress. 
It is through the authorization of capital grants that Congress actually controls 
the size and extent of the urban renewal program and its ultimate cost to the 
Federal Government. 


Section 306: Grants for community renewal programs 

This section contains a proposal that we made last year, which would provide 
for Federal grants to assist localities in the preparation of long-range com- 
munity renewal programs. Such programs would identify and measure all the 
slums and blighted areas in a community, evaluate the financial and other 
resources needed to improve such areas, and schedule the types of renewal 
activity—both with and without Federal assistance—that should be undertaken. 
In the coming fiscal year, the Federal grant would pay up to two-thirds of the 
cost of preparing such programs. In succeeding years, the Federal share of 
the cost would decline in the same manner as provided for Federal capital grants 
in section 304. 

The preparation of a community renewal program would involve a determina- 
tion of the feasibility of undertaking urban renewal projects in any or all of 
the blighted areas of a locality. This would eliminate any need for the Federal 
assistance given under present law for making such feasibility surveys in one 
area at a time, and the provision of such assistance would therefore be repealed 
on the effective date of the new act. Similarly, the preparation of a community 
renewal program would eliminate the need for general neighborhood renewal 
plans, which involve Federal assistance for the planning of areas that are so 
large they must be renewed in stages. However, some localities will need to 
make adjustments in their local practices in order to shift from the use of 
advances for general neighborhood renewal plans to the use of grants for com- 
munity renewal programs. Accordingly, the proposed language provides that 
Federal advances for general neighborhood renewal plans would not be elimi- 
nated until June 30, 1960. 

Subsection 306(b) would provide an additional advantage for communities 
that undertake long-range renewal programing. After a locality has prepared 
and obtained approval of a community renewal program, it would have an 
opportunity to schedule the specific public improvements and facilities which 
are contemplated as noneash grants-in-aid to help meet the local share of the 
cost of urban renewal projects that are to be undertaken in future years. The 
proposed language would provide that such an improvement or facility would 
be eligible for consideration as a noneash local grant-in-aid, so long as con- 
struction was started no more than 5 years before the authorization of a grant 
contract for the specific project or projects that would be benefited by the im- 
provement or facility. 


Section 307. Grants in place of advances for surveys and planning 

Another important provision of H.R. 3319, contained in section 307, would 
provide for planning advances, which are now made to localities for detailed 
surveys and planning work prior to the execution of a project, to be replaced by 
direct Federal grants for this purpose. This change would not be effective until 
July 1, 1960, thus giving the localities time in which to make any necessary 
adjustments in their local budgets or administrative practices, and permit the 
shift to take place without retarding the progress of local programs. The amount 
of the Federal grant would be determined by the cost-sharing ratio proposed for 
capital grants in section 304. 
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Under the present law, the Government usually advances all of the funds 
needed for surveys and planning, but the cost of this work is ultimately reflected 
in the net cost of the project, which is shared by the locality and the Federal 
Government. The proposed language, therefore, would affect only the timing of 
the local contribution: The locality and the Federal Government would share the 
planning costs from the beginning, instead of in later stages of the project. 
The ultimate cost to the locality would be no greater than if the advance mecha- 
nism were retained. However, the provision of local contributions at the begin- 
ning of a project undertaking would give the locality a greater responsibility for 
the elimination of waste, inefficiency, and delay. This should result in less need 
for Federal supervision of project planning expenditures, and enable the Urban 
Renewal Administration to simplify procedures and reduce paperwork. 

Under existing law, whereby the Federal Government advances all of the 
money for project planning, it also assumes the entire loss when the planning 
work does not succeed in bringing a project to the execution stage. Since the 
passage of the Housing Act of 1949, the advances lost in this fashion, including 
interest, amount to more than $2 million. Another undesirable result has been 
the immobilization of large amounts of capital grant authority for long periods 
of time, in the form of reservations for projects that were eventually terminated. 
These reservations would otherwise have been made available for projects that 
were reasonably certain of going ahead into execution. The proposed system 
would give greater assurance that there is local support for a project, and local 
readiness to carry the project out, before a capital grant reservation is made. 

The adoption of this section of the bill would not affect a locality’s option to 
use the alternative grant formula, under which it can obtain a larger capital 
grant by undertaking to pay not only the planning costs but also most of the cost 
of administering a project in the execution stage. 


Section 311. Loans (without capital grants) for nonresidential projects 


Another important provision, in section 311 of the administration bill, would 
provide for temporary loans, but not capital grants, for carrying out urban 
renewal projects in areas that do not contain a substantial amount of blighted 
housing, and are not suitable for redevelopment as new housing sites. This 
proposal is designed to meet the need for title I assistance in the renewal of areas 
in and around the central business districts and in other commercial and indus- 
trial areas that have become outmoded and dilapidated, where blight threatens 
the vitality of the cities’ taxable bases. 

Projects in such areas could receive the usual assistance for surveys and plan- 
ning, and temporary loans would provide the working capital needed to carry 
out project execution activities in the usual manner. At the end of the execu- 
tion phase, when the receipts from the disposition of cleared land have been 
applied against the temporary loan, the bill provides for a new type of loan, for 
up to 10 years, to refund any portion of the temporary loan that remains out- 
standing. In other words, this loan would cover the full amount of the net 
project cost. The amount of refunding loan contracts outstanding at any one 
time would be limited to $150 million. 

In practice, the refunding loan would be administered in a manner similar 
to the procedure for a temporary or definitive loan: the Federal Government 
would issue a commitment to the locality, and the locality may use the com- 
mitment to obtain financing from private sources. In most cases, it is expected 
that private financing would be obtained, and the Federal commitment to make 
a loan would act as a guarantee, eliminating any need for the disbursement of 
Federal funds. 

In addition to this proposal of loans for nonresidential projects in H.R. 3319, 
the existing law permits 10 percent of the title I capital grant authority to be 
used for projects which are not predominantly related to housing, but which will 
bring about the elimination of a substantial amount of residential blight. It 
has been administratively determined that a “substantial” amount of housing 
means at least 20 percent of a project area. 

There has been a growing pressure to distort this provision, and provide capi- 
tal grants for projects designed for the redevelopment of commercial and in- 
dustrial areas where little or no housing significance is involved. This is 2 
problem that the 10 percent exception was not designed to meet. If the pro- 
visions of the existing law were relaxed to permit the use of large capital grants 
for purely nonresidential projects, a large increase in title I capital grant au- 
thority would eventually be required, to prevent a comparable decrease in the 
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number of projects with a housing orientation. _ Consequently, the 10 percent 
exception provided in section 110(c) of the existing law should remain un- 
Wee recognise that there is an increasingly serious need for the renewal of ob- 
solete and deteriorated areas which have no direct relationship to housing prob- 
lems. We feel that Federal loans are justified, to provide the working capital 
with which to execute urban renewal projects in such areas. The provision 
of working capital may be sufficient for the renewal of some commercial and 
industrial areas, where proceeds from the sale of cleared land are sufficient to 
meet the costs of a project. Where this is not the case, the refunding loan 
would help the locality to amortize the remaining project costs over a period of 
up to 10 years. While existing experience is not extensive, local studies of non- 
residential areas in several cities indicate that if this type of urban renewal proj- 
ect were carried out in those areas, the increase in tax revenues alone would be 
sufficient to amortize a refunding loan in less than 10 years. For these reasons, 
we feel that the proposed system of loans will help to meet the problem pre- 
sented by blighted nonresidential areas, and that capital grant funds should be 
conserved for projects having at least a substantial relationship to housing 
problems. 


Amendments to improve the operation of the urban renewal process 


In addition to the proposals that I have discussed, H.R. contains other 
proposals that are designed either to expedite the program, to eliminate specific 
obstacles that have developed in the process of administering the provisions 
of title I, or otherwise to improve urban renewal operations. 

Section 310 of the bill would make it possible to simplify the planning details 
and documentation that must now be included in an urban renewal plan before 
the execution of a loan and grant contract. This should reduce the amount of 
time required in the survey and planning stage, and in obtaining approval of 
the urban renewal plan by the local governing body and the Housing Agency. 
It would also expedite the execution of projects, by reducing the necessity for 
amendments to the plan. 

Section 309 would eliminate the requirement in existing law that not more 
than 12%4 percent of the loan funds provided under title I may be spent in any 
one State. In effect, the present law provides a State limitation on loan com- 
mitments that is more restrictive than the parallel State limitation on the use 
of grant funds. If the overall limit on loan funds is not changed, one or more 
jurisdictions that are well within the limit on grant funds will find—possibly 
before the end of fiscal 1959—that the amount of urban renewal activity that 
can be undertaken within their borders will be sharply curtailed by the limit 
on loan commitments. Under the provisions of section 303 of H.R. 3319, which 
would separate the overall limit on loan commitments from the limit on borrow- 
ing authority, the State-by-State limitation would have little or no meaning. 
Since the capital grant authorization is the mechanism through which Congress 
controls the size and extent of the urban renewal program, and a loan com- 
mitment is dependent on the Government’s wilingness to enter into a capital 
grant contract, we are proposing the repeal of the unnecessary and unrealistic 
State-by-State limitation on loan commitments. There would be no change in 
the State-by-State limit on capital grant funds. 

Section 308 would provide statutory authority for the District of Columbia 
and Federal agencies that desire to purchase land in urban renewal projects 
to agree to most of the covenants that are placed on other redevelopers. Ques- 
tions have arisen in several localities as to the ability of Federal agencies to 
agree to such covenants, and the result has been to delay or prevent the disposi- 
tion of project land. Since the covenants in an urban renewal plan are intended 
to create the most desirable new use of the land involved, it would be undesirable 
to exempt Federal agencies when all other purchasers of project land would 
be required to comply. The proposed language would permit Federal agencies 
to agree to the covenants, except that they would not be required to begin con- 
struction until authorization is given by Congress and funds are available for 
that purpose. 

Section 316 would amend the National Bank Act to make it more feasible for 
national banks and certain State banks to purchase not only short-term, but also 
long-term obligations of local public agencies carrying out urban renewal projects. 
Under the present law, national banks and State banks’ that are members of 
the Federal Reserve System are prohibited from underwriting such obligations 
if their term is more than 18 months, and they may purchase such obligations 
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with a term of more than 18 months only to the extent of 10 percent of their 
eapital and unimpaired surplus. In the past, most of the financing for urban 
renewal projects has been in the form of short-term obligations, with maturities 
of 6 to 12 months, offered in the private market through the pledging of Federa] 
loan commitments. The national banks and eligible State banks have partici- 
pated extensively in underwriting or bidding on such offerings. Now, for the 
first time, local public agencies are beginning to participate in the definitive loan 
process, to finance the disposition of project land through leasing rather than sale, 

In addition we are proposing, in section 311 of H.R. 3319, to guarantee re. 


funding loans for nonresidential projects. Both of these types of loans will | 


normally be offered in the private market in the same manner as short-term 
obligations, but in most cases the maturity will be more than 18 months. If the 
limitations in the National Bank Act are not removed, it is unlikley that the 
affected banks will find it feasible to invest in such long-term obligations. The 
result will be to severely restrict the private market for definitive and refunding 
loans, and to place a correspondingly greater dependence on direct Federal 
financing. This amendment would give to the long-term obligations of local 
urban renewal agencies the same status as the long-term obligations issued for 
housing purposes by local housing authorities. 


Section 312 would provide a means by which localities using their own funds | 


for working capital in urban renewal projects could add to the gross project cost 
an amount comparable to the interest that would have been paid on those funds 
if they had been obtained in the private market with a Federal loan commitment. 
Under the present law, localities which utilize Federal loan commitments to 
obtain funds for the execution of a project may include the carrying charges on 
those funds in the gross cost of the project, and the Federal grant absorbs two- 
thirds of such charges. If a locality chooses to utilize its own funds, in excess 
of the required local contribution, it is penalized to the extent that no interest 
on those funds may be included in gross project cost. This undoubtedly dis- 
courages localities from using local funds for working capital, and operates to 
create greater reliance on Federal financing. The proposed amendment would 
provide for the gross project cost in such cases to include an amount based on 
the average interest rate of short-term funds obtained in the private market 
through the use of title I loan commitments during the previous 6-month period. 


Section 315: Increase in authorization for urban planning assistance 


In addition to the proposals that would affect the urban renewal program, H.R. 
3319 contains a proposal, in section 315, that would increase the authorization 
for urban planning assistance grants by $10 million. The urban planning as- 
sistance program, established under section 701 of the Housing Act of 1954, 
provides for Federal matching grants to State agencies for urban planning work 
in cities of less than 25,000 population, and similar grants to State, metropolitan, 
and regional planning agencies for planning work on a metropolitan or regional 
seale. Grants are also available for planning work in disaster areas and in 
areas threatened with rapid urbanization as a result of the establishment or ex- 
pansion of Federal installations. 


| 
The demand for these urban planning assistance grants has continued to 


grow, to such an extent that it has been necessary during the current fiscal year 
to place a limitation on the amount of funds that may be allocated to any one 
applicant. Even so, the appropriated funds will be exhausted by the end of this 
fiscal year, and less than $1 million remain unappropriated from the $10 million 
authorization in the existing law. We are therefore proposing that the author- 
ization for this program be increased by $10 million, so that participating local- 


ities, and localities that wish to participate, will have assurance of the continua-| 


tion of this program. 


Technical and other amendments 


In addition to the amendments that I have mentioned, H.R. 3319 contains 
several amendments of a less substantive nature. These deal with (1) the 
desirability of encouraging the use of State agencies to assist urban renewal 
activities in smaller communities (sec. 301); (2) clarification of the extent of 
the Federal guarantee of definitive loans (sec. 302); (3) providing uniformity 
in the various methods of establishing the date for determination of the applicable 
interest rate in urban renewal contracts (sec. 313), and (4) definition of the 
time at which Federal recognition is formally extended to a project (sec. 314). 
These amendments are discussed in detail in the section-by-section analysis of 
H.R. 3319, which has been furnished to your committee. 








= 
rs) 
> 





228.2 


Sa 
ZSse 


| 











— 
= 
— 
~~ 





< 
z 


y 

f this 
illion 
ithor- 
local- | 
tinua- 


itains 
) the 
newal 
ant of 
rmity 
icable 
of the 
814). 
sis of 





HOUSING ACT OF 1959 157 


II. OTHER BILLS UNDER CONSIDERATION 


Of the other bills under consideration by the committee, H.R. 2357, H.R. 2355, 
and H.R. 2859 contain a number of proposals that are similar to proposals in 
the administration bill, H.R. 3319, and which I have discussed. However, H.R. 
9357, H.R. 2385, and H.R. 2859 also contain some undesirable provisions which 
I would like to discuss at this time. Since H.R. 2859 is identical to H.R. 2557, 
I will refer only to H.R. 2357, the bill introduced by Mr. Rains, and to H.R. 
9385, the bill introduced by Mr. Bowles. 


New capital-grant authorization 
Each of these bills would provide for a continuing urban renewal program, 


| with new increments of capital grant authority on an annual basis. We are in 


favor of this approach, and urge its adoption by the committee. With respect 
to the amount of new capital-grant authority to be provided in each year, how- 
ever, the bills differ widely. H.R. 2357 would provide $500 million a year for 
3years, starting in the current year, and an additional $100 million to be provided 
at the discretion of the President. This would amount to a total of $1.6 billion 
to he obligated by the end of fiscal 1961. H.R. 2385 would provide for a total 


' of $6.15 billion, at a rate of $600 million a year for 10 years, with an additional 


$150 million reserve to be released at the discretion of the President. 

We believe that the new capital-grant authority that would be provided by 
each of these bills would be excessive in view of the limited resources of the 
Government to meet all of the anticipated demands on the budget in coming 
years. The administration program, contained in H.R. 3319, would provide a 
reasonable level of capital-grant authority with which communities could 
continue their programs for 6 years in the future, while assuming a more 
equitable share of the financial burden. 


Other proposals affecting capital-grant authority 

In addition to an unreasonable amount of new capital-grant authority, H.R. 
2857 and H.R. 2385 would provide for several changes in the method of utilizing 
capital-grant authority, which would seriously hamper the administration of 
the urban renewal program. The first of these (sec. 403(3)(d) of H.R. 2357, 
and sec. 304(3)(d) of H.R. 2885) would prohibit the Agency from applying 
administrative limitations on the amount of capital-grant authority that may 
be reserved for any one city at any one time. Such a limitation was put into 
effect during the current year, when the aggregate amount of capital-grant 
reservations requested by localities far exceeded the level of capital-grant 
authority that could be made available under the administration’s budget 
program. In such a situation, if applications for new capital-grant reservations 
are treated on a first-come, first-served basis, as in the past, localities near the 
end of the list may be prevented from obtaining any capital-grant funds at all. 
We believe that it is more equitable to limit the amount that can be reserved 
for any one locality, so that many more localities may share in the available 
funds. The proposed statutory prohibition against such a practice would unduly 


| restrict the ability of the Agency to administer the program effectively under 


changing conditions. 

Another proposal (sec. 403(3)(c) of H.R. 2357 and sec. 304(3)(c) of H.R. 
2385) would require the Administrator to make capital-grant reservations out of 
authority provided for future years, when the authority provided for any one 
year is exhausted. This would deprive the Agency of a principal tool for respon- 
sible fiscal management of the Federal funds provided for urban renewal, and 
destroy the established practice of relating the initiation of planning for new 
projects to the annual increments of new grant authority. 


Urban renewal borrowing authority 


Section 302 of H.R. 2385 would provide for an increase from $1 billion to 
$1.5 billion in the authority of the Administrator to borrow funds from the Secre- 
tary of the Treasury for the purpose of making loans for urban renewal projects. 
The increase of $500 million would be provided in two increments of $250 million 
each, which would become available on the effective date of the act and at the 
beginning of fiscal year 1961. At the present time the Administrator’s borrowing 
authority of $1 billion acts as a limitation on the aggregate amount of loan com- 
mitments that may be outstanding to local public agencies under title I, and the 
total of such loan commitments is expected to reach the $1 billion limit by the 
end of the current fiscal year. If it were necessary to provide enough additional 
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borrowing authority to cover all of the loan commitments required for projects 
going into execution in the coming years, an increase of $250 million a year for 
2 years would be inadequate. However, experience has shown that only a small 
fraction of the loan commitments result in borrowings from the Treasury and 
actual disbursement, and for that reason we do not feel that an increase in the 
borrowing authority is necessary or warranted. The administration bill, H.R. 
8319, contains a provision (sec. 303(b)) that would separate the limitation on 
borrowing authority from the limitation on lending authority, and thereby provide 





ample authority for the Administrator to enter into the loan contracts that are 
anticipated in the foreseeable future, without the necessity of increasing the 
statutory limit on borrowing authority. 


Proposals to eliminate controls on the urban renewal process 


Two other proposals in these bills would eliminate important statutory controls 
that are provided in existing law to protect the integrity of the urban renewal 
program. One such proposal (sec. 402 of H.R. 2357 and sec. 303 of H.R. 2385) 
would permit acquisition and clearance of land in an urban renewal project 
during the planning stage: before the adoption of an urban renewal plan for 
the reuse of that land, before the completion of a sound plan for the relocation 


of persons whose property would be acquired, and before the development of , 


reliable cost estimates for the project as a whole. This would change a basic 
concept of the Housing Act of 1949, requiring that a firm plan should be developed 
for the use of project land (and for a determination as to which parcels must 
be acquired) before the Administrator can provide any funds for land acquisition. 
We do not feel that any local renewal agency would be justified in acquiring 
private property, possibly through the exercise of eminent domain, before a 
sound plan has been prepared for relocating the families and businesses that 


would be displaced, before dependable cost estimates have been developed for ' 


the project as a whole, and before an urban renewal plan has been drawn up 

and adopted through the democratic processes of local government. In addition 

to the existing provisions of Federal law, the proposed concept of early acquisi- 

po is prohibited by enabling legislation or constitutional provisions in many 
tates. 

Another proposal, contained in section 409(b) of H.R. 2357 and section 311 of 
H.R. 2385, would provide that locally constructed public improvements and 
facilities could be eligible for credit as local noncash grants-in-aid to an urban 
renewal project even though construction was started as long as 5 years before 
the authorization of a loan and grant contract for the execution of a project. 
This would make it extremely difficult to determine whether, and to what extent, 





an improvement or facility was intended to carry out the objectives of an urban 
renewal plan. The result would be to diffuse the basic purpose of the noncash 
grant-in-aid credits provided under title I, and to introduce a risk that urban 
renewal projects would be distorted for the purpose of subsidizing a community's 
public works program. This result would be avoided, however, in the case of | 
a locality that has an approved communitywide urban renewal program, of the 
sort contemplated by section 306 of H.R. 3319. Consequently, we strongly urge 
that the 5-year rule for the eligibility of noncash grants-in-aid be restricted to | 
communities that have prepared such a program. This is the effect of sub- | 
section 306(b) of H.R. 3319. 


Nonresidential renewal | 


H.R. 2357 and H.R. 2385 also contain provisions that would make large addi- 
tional amounts of capital-grant funds available for projects that have little or 
no relationship to housing problems. Section 110(c) of the present law requires 
that a project area must be predominantly residential either before or after 
renewal, with the exception that up to 10 percent of the total amount of capital- 
grant authority may be used for projects that are not predominantly residential, 
but which would eliminate a substantial amount of slum housing. The term 
“substantial” has been administratively defined as 20 percent of the project area. 

Both H.R. 2357 and H.R. 2385 would eliminate the requirement that at least a 
substantial amount of blighted housing must be involved in projects that are 
not predominantly residential, and increase the percentage of total capital-grant 
funds that may be used for such projects. H.R. 2357 would increase the 10 
to 20 percent, and H.R. 2385 would increase it to 25 percent (sec. 408 of H.R. 
2357 and sec. 310 of H.R. 2385). 

We recognize the need for Federal assistance for the elimination of nonresi- 
dential blight. The administration bill contains a provision (sec. 311) that 
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would make title I loans available for purely nonresidential projects, and pro- 
vide a new type of refunding loan to help localities amortize the net project 
cost. But we feel that the limited amount of capital-grant funds that will be 
available at any one time should be conserved for projects that have at least 
a substantial relationship to housing problems, as intended by the basic phi- 
losophy of title I. The 10-percent exception in the present law should remain 
unchanged, to provide grants for projects with a substantial relationship to 
housing. 

In addition to the undesirable provision of capital-grant funds for purely non- 
residential projects, H.R. 2385 would provide for the increased exception of 
25 percent to be applied to the aggregate of all funds that have been authorized 
for redevelopment and renewal since the passage of the Housing Act of 1949. 
This retroactive feature would have the effect of making available for non- 
residential projects much more than 25 percent of the new capital-grant au- 
thority proposed for the first year. 


Relocation payments 


Other provisions in both bills would amend the existing law providing for relo- 
cation payments for families and businesses displaced by land acquisition for 
urban renewal projects. Section 405(a)(1) of H.R. 2357 and section 307(a) 
of H.R. 2385 would provide for relocation payments to be made not only to fami- 
lies and businesses displaced by land acquisition for project purposes, but also 
for those displaced from project areas by land acquisition for any other Govern- 
ment activity (such as highway or school construction), and for those displaced 
by code enforcement and voluntary rehabilitation activities. 

It would be extremely difficult to administer the latter provisions, because of 
the difficulty of determining whether code enforcement or voluntary rehabilita- 
tion is actually the cause of dislocation. It would be even more difficult to 
administer the provision of relocation payments for those displaced through land 
acquisition by public bodies other than the local renewal agency, because the 
procedures governing that acquisition and the timing involved would be outside 
the responsibility and control of the renewal agency. The result could be to 
disrupt the timing of project activities and to create additional administrative 
costs. We strongly urge that any relocation payments that are provided for 
persons or businesses displaced by Government activities other than urban 
renewal project activities be administered by the Agency or agencies that are 
responsible for the land-acquisition activities causing displacement. 

In addition, the cost of the additional payments required by these sections of 
H.R. 2357 and H.R. 2385 would constitute a large additional drain on urban 
renewal grant funds. As you know, relocation payments are borne entirely by 
the Federal Government, and no local contribution is required. Under the pres- 
ent law the amount of Federal grant funds committed for relocation payments is 
approaching a level of $20 million a year. Under the proposed amendments, this 
annual charge could be increased by as much as 100 percent. 

Adding to this difficulty are other provisions of the two bills which would in- 
crease the maximum limits placed on relocation payments under the existing 
law. Section 405(b) of H.R. 2357 and section 307(c) of H.R. 2385 would in- 
crease the maximum payment for displaced families from $100 to $200, and 
the maximum payment for businesses from $2,500 to $3,500. This would in- 
crease the drain on Federal grant funds still further, and we do not feel that 
there is sufficient evidence to show that such increases in the maximum pay- 
ments are needed at this time. 


Public housing sites in urban renewal areas 


Both of the bills I have been discussing also contain similar provisions (sec. 
406 of H.R. 2357 and sec. 308 of H.R. 2385) that would provide for special 
subsidies of title I capital grant funds in cases where urban renewal project 
land is used for the construction of public housing. Briefly, these provisions 
would provide for noncash local grant-in-aid credit to compensate for the local 
Share of the net cost of acquiring and clearing the land involved. In effect, this 
means that the equivalent of the usual local share of net project costs would 
be paid from Federal grant funds in cases where project land is to be sold 
for public housing use. This is an advantage that would be given to no other 
redeveloper, private or public. 


Feasibility surveys and general neighborhood renewal plans 


Both H.R. 2357 and H.R. 2385 contain provisions, similar to a proposal in the 
administration bill, that would make Federal grants available to assist localities 
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ti 
in the preparation of long-range community renewal programs. The provision ti 
of assistance for communitywide renewal programs would immediately eliminate 
any need for the assistance that is now given for surveys to determine the feas- t 
: ibility of undertaking urban renewal projects in specific areas. In a short time, a 
the preparation of a community renewal program would also eliminate the need 
for the assistance now given for general neighborhood renewal plans, covering ol 
areas that are so large they must be renewed in stages. Accordingly, while we 
support the provisions of H.R. 2357 and H.R. 2385 providing assistance for com- 
munity renewal programs, we recommend that assistance to feasibility surveys al 
be eliminated on the effective date of the act, and that assistance for general Pp 
neighborhood renewal plans be eliminated on July 1, 1960. This change should? " 
be made in section 403(3)(e) of H.R. 2357 and section 304(3)(e) of H.R. 2885, | it 
Credit for interest on local funds used as working capital p 
All of the bills under discussion, including the administration bill, contain if 
provisions that would permit a local public agency to add to the gross project oi 


cost of an urban renewal project an amount representing the carrying charges 
on local funds that are used as working capital, in excess of the required local lr 
share of project costs. However, H.R. 2357 and H.R. 2385 provide for the amount 
of interest charged to gross project cost to be based on an average of the rates 
paid on 91-day Treasury bills. After study of the situation, we have concluded 


that the use of 91-day Treasury interest rates would present administrative y! 

difficulties, and that it would be more equitable to determine the amount of 07 

interest to be charged to gross project cost on the basis of the alternative cost 6- 

to the project if federally guaranteed financing were used instead of local funds. | as 
| 


This would provide for the same amount of interest to be charged in projects 
without a Federal loan commitment as in projects with a Federal loan com- 
mitment. 3 

Consequently, the administration bill, H.R. 3319, provides for the interest st 
charge to be based on the average of rates actually paid by local public agencies 
which have obtained their working capital through Federal loan commitments 


pledged in the private market. We urge that the language of section 312 of m 
H.R. 3319 be adopted rather than the language of section 410 of H.R. 2357, or Si 
section 312 of H.R. 2385. a 
Urban planning assistance program 80 

Finally, H.R. 2357 and H.R. 2385 would make some serious changes in the or 
present provisions governing the program of Federal grants for assistance to 
urban planning in small cities, and in metropolitan, regional, and other spe- be 
cialized areas. 

Section 413(3) of H.R. 2357 and section 315(3) of H.R. 2385 would make urban 
planning assistance grants available directly to small cities, instead of to yé 
State planning agencies who then provide the assistance for small cities. In ea 
our opinion, this would undermine the outstanding progress that has been made di 
by the State planning agencies since the establishment of the urban planning lit 
assistance program in section 701 of the Housing Act of 1954. Today, 37 of the | l 
States and Territories have adopted the necessary enabling legislation and i 
designated official planning agencies for participation in the section 701 program. | ti 
The remaining States should be encouraged to do the same. In addition, the — us 
proposed amendment would create serious administrative difficulties, by requir- | 
ing the Housing Agency to supervise the planning programs of hundreds of small | re 
cities, instead of dealing only with a maximum of 51 States and Territories. | 

Another provision, contained in section 413(1) of H.R. 2357 and section 315(1) te! 
of H.R. 2385, would permit an administrative designation by the governor of | pr 
any ageney of government acceptable to the Administrator, in place of the 
present legislative designation of a State planning agency. This might well 
result in pressure being placed on the Administrator to accept the designation | 
of a large number of small local agencies in place of a single statewide agency, 
and in any event would weaken the effect of section 701 in stimulating full 
assumption of responsibility in this field by the States. fo 


Finally, H.R. 2357 would provide no additional authorization for urban plan- 
ning grants. As I have explained with regard to section 315 of the adminis- | 
tration bill, H.R. 3319, we urge that an additional authorization of $10 million re. 
should be provided for this program. 


Mr. Ratns. Mr. Steiner, it seems to me that the real difference, and 
about the only serious difference, between the two bills which you have 
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talked about is first amounts, dollar amounts, length of time, con- 
tinuity of term, and in H.R. 3319 the change of placing more of 
the burden and responsibility on States and local governments. Those 
are the basic differences in the bills. 

Mr. Srerver. They are the major ones I would say. There are 
other important ones, but they are the major ones. 

Mr. Rains. Of course, the people who press for urban renewal 
are outstanding private businessmen who engage in this work at no 
profit to themselves. I have frequently remarked that this is the 
most glamorous section of the entire housing bill. By that I mean 
it seems to attract more attention today with its possibilities than 
pracically any other section of he bill. It has been my feeling that 
if we are really going to do anything about it, with $500 or $600 million 
of backlog, that we should give a larger amount now for 2 or 3 years 
instead of the Senate’s version in the 6-year program. 

Does that make any sense to you ? 

Mr. Sterner. Well, we have certainly felt, Mr. Chairman, as have 
you, that the communities are entitled to know what they can expect 
over a reasonable period of years in advance. We have felt that a - 
6-year program would be a means of giving them that reasonable 
assurance. 

Mr. Rarns. The mayors of America tell us they prefer 3 years at 
$500 million to the Senate’s $350 million 6-year proposal. I under- 
stand they testified along that line over there. Is that correct or not? 

Mr. Sterner. I am not too well informed as to their recent testi- 
mony. I would point out, however, that the bill introduced in the 
Senate by the chairman of the subcommittee provides for $350 million 
a year for 6 years plus a possible acceleration of $150 million a year, 
so it could be viewed as either a bill of $350 million a year for 6 years, 
or up to $500 million a year for a shorter term of years. 

r. McDonovuen. What has our experience over the past 5 years 
been on this ? 

Mr. Srerner. I think our best experience was up to the end of last 
year, before we got involved in this formula business that I mentioned 
earlier. Last year we had a receipt of applications, less the with- 
drawals and rejections, at a rate of about $40 million a month, or a 
little better than $480 million for the fiscal year. 

Mr. Rains. Mr. Steiner, I think we could aptly describe your sec- 
tion of the Housing Act with the words that Mr. Mason or somebody 
used this morning about the elderly housing. I think that this is 
really an exploding section. 

Mr. Sretner. Well, there is certainly a tremendous amount of in- 
terest, and a tremendous amount of good is being accomplished by this 
program. 

Mr. Rarns. Mr. Addonizio. 

Mr. Apponizt1o. I have no questions. 

Mr. Rarns. Mr. McDonough. 

Mr. McDonovueu. Well, now you say last year you had applications 
for $480 million. 

Mr. Srerner. Yes, sir; gross applications less the withdrawals and 
rejections, which I think is probably the best indicator figure. 

Mr. McDonoven. How much more is that than the previous figure ? 
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Mr. Sterner. I don’t have that figure firmly in mind. I would say 
that it is in the neighborhood of $50 to $60 million more than the 
previous year. 

Mr. McDonoveu. Have we completed any particular project under 
urban renewal in any area ? 

Mr. Srerner. Yes, there have been projects completed. At the end 
of the last fiscal year there were, I think, 10 and we anticipated about 
another 25 this year and 40 next year. We are getting to the point 
now where projects are getting completed, and we are getting a lot of 
end product activities even greater than that in terms of land being 
sold and construction starting as well as demolition, families being 
moved, and so forth. 

The program, I think, in the last couple of years has advanced for- 
ward quite rapidly into the accomplishment stage, from the planning 
stage. 

Mr. McDonoveu. Is the present workable program to qualify a 
city for such a grant working out very well ? 

Mr. Sterner. I think it is. 

Mr. McDonovueu. We don’t need any correction on that at all. 

Mr. Sterner. I think it is working very well. I think the cities 
are assuming more of their proper responsibility. It is educational 
process. I don’t think that it is proving to be unduly onerous, and 
I think that there is a large body of opinion around the country as to 
its contribution to the whole cause of better housing. 

Mr. McDonoveu. Is there any large city in the United States that 
needs it that hasn’t made any application or hasn’t attempted to de- 
velop a workable program ? 

Mr. Srerner. That is hard for me to say just from memory, Con- 
gressman. Certainly the vast majority of them are proceeding under 
the law as it is now written. 

Mr. McDonoveu. Thank you. 

Mr. Rarns. Mr. Barrett. 

Mr. Barrerr. Yes, Mr. Chairman, I would like to ask the gentle- 
man whether he thinks it might be helpful to the program if a Na- 
tional Department of Urban Affairs was created to work more closely 
on the projects and with the people. 

Mr. Mason. Mr. Barrett, I would say in answer to this, naturally 
any attention that is given to this program would be helpful to more 
people understanding. One of the greatest problems I feel in regard 
to all these helps that we gave is that too few people do understand 
them. 

However, I think it would be less than fair to Mr. Steiner to say 
that he would work any harder if he had such backing. I think Mr. 
Steiner does an admirable job in his efforts with the people. 

Mr. Barrett. I don’t mean to criticize Mr. Steiner. But as to get- 
ting closer to the people, couldn’t that be accomplished if we had 
such an agency ? 

Mr. Mason. Well, I think I have to go back to the first statement 
which I made which was certainly anything that gives prominence to 
such a program is a help, because more people understand it, and the 
more people that understand what goes on in Washington, the greater 
the use that is made locally. 
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Mr. Barrerr. Do you think it would be helpful to create such an 
ency ? 
48S Mason. Iam not able to say that, Mr. Barrett. 
Mr. Barrerr. How about you, Mr. Steiner ? 
Mr. Mason. You wanted Mr. Steiner to answer that question ? 
Mr. Barrerr. Yes. 
Mr. Sterner. About the creation of such an agency # 
Mr. Barrett. Yes. 
Mr. Srerner. Well, I think as Mr. Mason has said, I think the 


' work of the Housing Agency is tremendously important and cer- 


tainly I am a tremendous enthusiast for what I am doing. If I 
weren’t, I shouldn’t be in my job. I think that certainly there is a 

reat deal that can be said for your proposal. I think, on the other 
cows | from the point of view of the administration that undoubtedly 
it has to be looked at from an overall point of view. Perhaps an- 
other way of saying it is that I think at some time we will reach the 
point where this should be done. There is some question as to 
whether we are at that point today. 

Mr. Ratns. Mr. Ashley. 

Mr. Asutey. No questions. 

Mr. Rains. We would keep you a long time, but we have some 
other witnesses. 

Mr. Vantx. Mr. Chairman, I have one question, if I may ask the 
witness. 

Mr. Rarns. All right. 

Mr. Vanix. In our city we have a problem where one of the proj- 
ects has rents going as high as $117 a month for a 3-bedroom suite 
and $109 a month for 2-bedroom suites, and we have a lot of vacan- 
cies. The builders say the interest rate is so high that these costs 
result. ‘There seems to be pressure for direct loans because of this. 

Mr. Mason. Mr. Beverley Mason I will call on to answer that. 

Mr. W. Brvertey Mason. Are you referring to the Longwood 
project ? 

Mr. Vantk. Yes. 

Mr, W. Brvertey Mason. My recollection is the interest rate is 414. 

Mr. Vanix. 414, plus, plus, plus; with the insurance premium and 
everything it is 614. 

Mr. W. Bevertry Mason. This is the cheapest you can do. It is 
avery, very low-debt service. 

Mr. Vantk. The people who have moved out of the area can’t 
afford to pay $109 or $119 a month rent for suites that are available. 

Mr. Apponiz1o. Mr. Vanik, how many rooms did you say? 

Mr. Vantx. The three-bedroom suite would go to—I have the rates 
here—— 

Mr. W. Brvertry Mason. My recollection is the rent schedules run 
from $95 a unit, to $112. I didn’t know there was one as high as $117. 

Mr. Apponizio. There is a project they are now in the process of 
constructing in Newark, where I understand they will charge rents 
of $35 to $40 a room. 

Mr. W. Brvertey Mason. These are down to the rather reasonable 
rate “ $22 per room per month, and it is surprising you have vacan- 
cles there. 
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Mr. Vantx. I will read the rental schedule. $92 is the figure at 
which they start, and they charge $109 for two bedrooms and $117 
for three bedrooms. I don’t want to take time to go into that, but 
if I can get a reply from the witness on that, I would appreciate it, 

Mr. W. Bevertey Mason. This is the lowest debt service under any 
of our programs. 

Mr. Vanik. You think that is workable? 

Mr. W. Brevertey Mason. Yes, it has proven soelsewhere. It is the 
same debt service you have in the Garden Valley project in Cleveland, 
which is a hundred percent occupied. 

Mr. Vantk. Yes, the costs were lower there. 

Mr. W. Brvertrey Mason. The construction costs were held down 
and the rents were accordingly less. They are about $17 a room a 
month there, whereas they are $22 a room a month in the Longwood 
project. Now, in programing in the Longwood project it was felt by 
the city that there was a need for better quality of accommodations in 
the Longwood project. I think it will fill up. I don’t think there 
will be this vacancy situation for a long time. 

Mr. Vantx. I will appreciate further comment on this by mail. 

Mr. Rarys. Thank you, Mr. Steiner. 

The next witness is Mr. Graves, and we will ask him to summarize 
his presentation. 

r. Graves, we have your statement. 

It will all be included in the record. We would appreciate it if you 
would give us a brief summary of your statement. 

Mr. Graves. Thank you. 


STATEMENT OF JOSEPH B. GRAVES, NATIONAL EXECUTIVE SECRE. 
TARY, VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Mr. Graves. Mr. Chairman and members of the committee, I ap- 
preciate this opportunity to discuss the voluntary Home Mortga 
Credit Program. I think it is important to point out that the VHMCP 
is a joint industry-Government program. Section 405 of H.R. 3319 
would continue the Voluntary Home Mortgage Credit Program for 2 
more years, to July 31, 1961. H.R. 2357 is silent concerning the exten- 
sion of the Voluntary Home Mortgage Credit Program beyond its 
present expiration date of July 31, 1959. 

Mr. Ratns. May I interrupt to say that I have no objection to its 
continuance, and that bill will be amended, if I have anything to do 
withit. Ithink it has done a good job. 

Mr. Graves. Thank you, sir. 

By bringing lenders and borrowers together, this joint industry- 
Government program has provided over $330 million of FHA and VA 
mortgages to 34,788 borrowers who had previously been under disad- 
vantages in obtaining such funds. I think it is significant that all 
of these loans were made by private lending institutions with their 
own investment funds. The program has been of service primarily to 
families of modest means who buy low-priced homes. I think one of 
the most significant achievements of the program is that it has widened 
homeownership opportunities for families of moderate means. Over 
60 percent of the loans have been made to individuals with annual in- 
comes of from $3,000 to $6,000. More than 8,000 minority group fam- 
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ilies in metropolitan areas have located mortgage loans through the 
program. It should be pointed out that many loans have been made 
to members of minority groups in small communities through the 
program, but our statistics for these areas do not distinguish between 
minority and nonminority categories, 

Mr. Chairman, I would like to add that in addition to the 8,000 
individual minority loans placed by the program, the VHMCP has 
located financing for 3 project loans covering 546 rental units, amount- 
ing to $314 million. More than 22,000 of the loans made through the 


ene have been for veterans. The VHMCP was most success- 


ul when the VA rate was at a competitive market level. If the VA 
rate were allowed to fluctudte to meet changing credit conditions, the 
VHMCP could channel a greater volume of mortgage funds into the 
rural areas. 

I would like to stress that the VHMCP is well equipped to help 
out with special housing problems. A dramatic illustration of the 
program’s ability in this field was its success in rere $5 million 

| of private mortgage funds into Puerto Rico. I think the program 
has also made considerable progress in locating funds for FHA sec- 
tion 809 loans for essential civilian personnel at military installations, 
We are presently taking steps to encourage private funds for mort- 
gages eligible for FNMA purchases under its special assistance 

| program. ' 

| Mr. Chairman, I have a statistical report. 

Mr. Ratns. Yes, I was just going over your report, which I want 
included as a part of vour testimony in the record. I want to compli- 
ment you when I see how much in favor the great State of Alabama 
stands with 1,045 loans. I know about some of those loans. That 
has been a good record. 

Mr. Graves. I would like to mention, Mr. Chairman, that we have 
received 125 minority applications from the State of Alabama, and 
the program has located funds for 82 of the 125, 

| Mr. Mason. Could I add, Mr. Rains, one of the great supporters 
of this Voluntary Home Mortgage Credit Program also comes from 
the State of Alabama, Mr. Camp. 

Mr. Rains. He has talked to me about it many times. Of course, 
the author of that program is sitting on my left. He is kidding me 
ibout the fact that Alabama got more loans than New Jersey. That 
isa fine statement, Mr. Graves. 

Does anybody have any questions ? 
| Mr. Wipnaty. Mr. Chairman. 

Mr. Rarns. Mr. Widnall. 

Mr. Wipnati. Mr. Graves, naturally, as the chairman said, I am 
particularly pleased with what has happened in this program so far, 
ind in your statement I think it is most interesting and enlightening 
\ind pleasing to see that 60 percent of the loans have been made to 
people with very small incomes, between $3,000 and $6,000 a year. 

Something that I don’t think people have generally realized is the 
feat assistance this program has been able to give minority groups, 
tnd persons in the minority groups, and I would like to know what 
hesituation isnow. Are there funds available presently for minority 
gtoup applications ¢ ; 
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Mr. Graves. I would like to stress the fact that the lending industry 
has earmarked funds for minority applications through the VHMCP, | 
As a matter of fact, the placement ratio for minority applications 
through the program is far superior to the nonminority placement 
ratio. This indicates that private industry is anxious to do a good 
job in this field. 

Mr. Wipnau. Does that mean that you could take in your program 
a substantial number of applications throughout the country right 
now ? 

Mr. Graves. Yes, indeed. We are quite disappointed in the fact 
that we have only received a small volume of minority applications, 
The program is well equipped to take care of a larger workload. 

Mr. Wiwnatt. I would just like to emphasize here, and I certainly 
will, in returning home in the district, the fact that great strides have 
been made in trying to make available to minority groups the means | ¥ 
of financing homes, and those funds are available right now and in 
being processed through the VHMCP have a very good chance of 
being approved. | il 

Mr. Graves. Yes, sir; we have close to 4,000 private lending institu- | m 
tions participating in the program. I like to think of this program as __ ai 


Sscrprevrwes— weer wee 


the people’s mortgage broker; seeing to it that previously neglected | - 
families and areas have a fuller and freer participation in the housing | j, 


market. I think it is unique in the fact that Government and private | co 
industry are working together to solve an economic problem, andI , |: 
think the most important achievement is the fact that we have been 
able to awaken the lending industry to the fact that sound loans can | ¢g 





be made in small communities and to minorities. ra 
Mr. Wipnati. Thank you. for 
Mr. Ratns. Thank you, Mr. Graves. | * 
(The full statement of Mr. Graves is as follows :) fo 
STATEMENT OF JOSEPH B. GRAVES, NATIONAL EXECUTIVE SECRETARY, VOLUNTARY * 
Home Morteace Crepir ProGRaM pla 

col 


Mr. Chairman and members of the subcommittee, I appreciate the opportunity | pre 
to appear before your subcommittee to discuss the Voluntary Home Mortgage | up 
Credit Program. Section 405 of H.R. 3319 would continue the Voluntary Home n 
Mortgage Credit Program for 2 more years to July 31, 1961. H.R. 2357 is silent 
concerning the extension of the Voluntary Home Mortgage Credit Program 
beyond its present expiration date of July 31, 1959. Th 

The purpose of the Voluntary Home Mortgage Credit Program is to facilitate ga, 
the flow of private funds for FHA-insured and VA-guaranteed home mortgage is ] 
loans into remote areas and into other communities where funds for desirable gg , 
housing construction are in inadequate supply under normal market conditions. gig 
The program is also designed to operate in any area to facilitate financing of 1 
housing available for minority groups. The VHMCP provides the means for wp, 
private lenders to rechannel a part of their available mortgage investment funds | firs 
from financial centers to credit-short areas in the housing market. Remoteness | 
from the centers of mortgage capital has always created difficulties in providing | jp 
adequate mortgage funds for home buyers in small towns and cities. Difficulty T 
has also frequently attended the efforts of members of minority groups, even in | fing 


ZS 


larger places, to obtain the consideration generally available to other home loan | effe 
borrowers. The VHMCP was created as a practicable method to help overcome | tow 
these difficulties. The Administration, therefore, strongly recommends its con- | stiff 


tinuation. has 

The basic machinery of the voluntary home mortgage credit program is that T 
of a nationwide mortgage clearinghouse. It is designed to bring together po-| greg 
tential borrowers, who are unable to obtain FHA or VA financing from local} areg 
sources, with lending institutions all over the country which have indicated a 
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willingness to lend in the specific programs and places covered by the VHMCP. 

By bringing lenders and borrowers together, this joint industry-Government 
program has helped provide over $330 million of FHA- and VA-aided funds for 
borrowers who had previously been under disadvantages in obtaining such funds. 
All loans made under the program are made by private lending institutions with 
their own investment funds, and all usual expenses of processing, as distin- 

ished from the program’s referral process, are borne by the lender. 

The VHMCP has demonstrated its effectiveness for many home buyers during 
its 4 years of operation in spite of periods when there has been a shortage of 
funds for insured and guaranteed mortgages. As of January 1, 1959, it had 
placed 34,788 loans. Were it not for this program, that number of families 
might well have lost out in the general competition for housing credit. As a 
result of the VHMCP, prospective home buyers, particularly those in small 
communities and members of minority groups, have been obtaining private 
mortgage loans in greater quantity, at lower downpayments, with longer maturi- 
ties, and at lower interest rates than they previously had available to them. 

The program has been of service primarily to families of modest means who 
buy low-priced homes. Over 60 percent of the loans have been made to indi- 
viduals with annual incomes of from $3,000 to $6,000, and nearly 60 percent 
of the homes purchased have ranged in price from $5,000 to $11,000. 

The VHMCP has proved to be an effective instrument through which the 
needs of minority financing can be met. More than 8,000 minority-group fam- 
ilies in metropolitan areas have located mortgage loans through the program. 
Many loans have been made to members of minority groups in small commu- 
nities through the VHMCP, but statistics for these areas do not distinguish 
between minority and nonminority categories. Based on the record in large 
cities alone, the VHMCP has placed 70 percent of the minority applications it 
has received. The program has also arranged the financing for 3 project loans 
covering 546 open-occupancy rental units totaling $3,235,800. 

More than 22,000 of the loans made under the program have been for veterans. 
There is no doubt that the VHMCP has provided a means of financing housing 
for veterans in rural areas within the framework of the private enterprise sys- 
tem without vast Government outlays. During the period when the VA interest 
rate was competitive, the record of the program in placing VA-guaranteed loans 
for veterans in credit-short areas was outstanding. If authority permitting 
adjustment of the interest rate on VA-guaranteed loans to current market levels 
is enacted, the VHMCP could do this job again and reduce the use of public funds 
for direct mortgage lending by the Veterans’ Administration. 

For the past year, the program has been in a transition stage. During the 
first 3 years of program operations, the bulk of applications, referrals, and loan 
placements were in the VA-guaranteed loan field, but, as mortgage market 
conditions changed, there has been a steady decline in VA activities under the 
program. Coincident with the decline in VA activities, there has been a steady 
upward trend in the volume of FHA assistance. 

There is a growing recognition that VHMCP can mobilize private resources 
to meet special housing problems. A dramatic illustration of this ability was 
its success in channeling $5 million of private mortgage funds into Puerto Rico. 
The program has also made considerable progress in the placement of FHA 
section 809 loans for essential civilian personnel at military installations. It 
is presently taking steps to encourage the flow of private funds to cover types 
of mortgages eligible for FNMA purchases under that Association’s special as- 
sistance program. 

Through the program, private lending institutions have moved into areas 
where no private lender previously operated. Areas and groups served for the 
first time through the program have gained acceptance as a part of many lenders’ 
normal business, so that the program’s achievements are not reflected solely 
in program statistics. 

The VHMCP has been an effective mortgage medium for serving the home- 
financing requirements of special groups with special problems. The overall 
effect of the program has been a stimulation of the housing markets in small 
towns and of minority -housing every place where past lack of financing ‘1s 
stifled the demand from qualified borrowers for better housing. The VHMCP 
has made possible the broadest possible distribution of VA and FHA funds. 

There is every reason to believe that the VHMCP can continue to contribute 
greatly to solving the problem of distributing mortgage funds to persons and 
areas that have experienced an historical shortage of such funds. By con- 
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tinuing the VHMCP, many previously neglected families and areas will have a 
better chance to enjoy continuing improvement in their housing opportunities 
and a fuller and freer participation in the housing market. 

I have with me a statistical report, showing the number of loans placed 
through the VHMCP in each State and Territory. Your subcommittee may 
wish to have this included in the record of the hearings. 


VoLUNTARY HomMEe MortTGAGE CREDIT PROGRAM 


Number of loans placed by States and Territories January 1955 through December 1958 


Loans Loans 

State: placed | State:—Continued placed 
Alabama_- -.- -- -- rere NE ages New eee eA. 0 
ee ek 2 New Jersey__-__.___..- 214 
AN LE i ae 306 New Mexico_________- 2 530 
OS aka ee 599 mow were. ee a otk 500 
ha OATES 2 908 North Carolina - ~~~ ~~~ -- 2, 618 
Colorado_-_-_--__- i; ia 540 North Dakota_-~____---- 25 
Connecticut: _ .....-_..-- 1 oe A A 1, 721 
Delaware____- TAT AAR hote 104 Oktahomia_\' 0 2 671 
SUE a ee 322 ijrogon 22 ok aie 868 
eeeeee Se LO | i? See Pennsylvania --____------ 927 
Up Eo a 580 Rhode Island__________-- 0 
SEA South Carolina___-_------ 1, 048 
Me POU, St PROS sod 658 South Dakota______------ 153 
memes ses JU. he tel 792 ‘Fenmem@ee 52. l cl. ee 
_ LSS ESE SES Ta 487 meeeeet. 20 544 S02 LO 2, 386 
Bemueky . Lele... Jf) Ba Utah. 2%) 222 2. bo OS 
louisiana........<_- we 868 i ft, Seared te ee ALINE EN Ce 14 
BS ae 467 ene 88 3G I bed A 1, 091 
a RE 769 Washington... ......--.-- 1, 230 
Massachusetts. .________- 70 West Virginia ..o. 25. 621 
ES ee eae 804 MyepeoneMl ius ook 240 
Minmesotas_ iJ. 2.2.22... 224 Wyoming. .22.LleLs22- 160 
"ee 707 District of Columbia____- -- 331 
Bemewbes SULDLL Ole. 1, 152 Puerto Rico. .........--.- 688 
BeontetalG 222i. belles 241 we 
pone... solucelt ck 359 MAG 24) soe san 2 34, 788 
Ree 9555 In .. 84 





Note.—While the VH MCP operates in all 48 States, there have been no requests for assistance from New 
Hampshire and Rhode Island. 


Mr. Ratns. For our next witness we will have Mr. Hazeltine. 
You have a short statement, Mr. Hazeltine, and we will let you 
read the whole statement. You may proceed. 


STATEMENT OF JOHN C. HAZELTINE, COMMUNITY FACILITIES 
COMMISSIONER, HOUSING AND HOME FINANCE AGENCY 


Mr. Hazevrine. Mr. Chairman and members of the committee, I 
consider it a privilege to appear before the committee to assist in its 
consideration of college housing legislation. 

Pursuant to title IV of the Housing Act of 1950, as amended, the 
Housing Administrator is authorized ‘to make loans to assist institu- 
tions of higher education to provide housing and related facilities for 
the students and faculty where such assistance is not otherwise avail- 
able on equally favorable terms. 

Currently, a total of $925 million has been authorized for college 
housing aly On June 30, 1958, the uncommitted balance of the 
present total loan authorization was $26.7 million. This sum was 
practically committed by early fall so that at the present time the 
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only uncommitted loan funds are approximately $2 million which are 
being held in reserve to cover construction cost overruns on loans 
hitherto approved. 

I would lke to comment briefly on House Joint Resolutions 36, 77, 
and 89, administration bills covering fiscal year 1959. The housing 
bill which the administration sent to the Congress in 1958 would have 
authorized an additional $200 million for loans under the college hous- 
ing program. As you know, the Congress did not enact a Reisling 
bill in 1958. Commenting on this situation the President stated, on 
August 27, 1958, in part: 

I shall ask the forthcoming 86th Congress to remedy the lack of legislation in 

the housing field. Specific recommendations will be made in the annual budget 
message to provide for needed authorizations for college housing loans. 
In light of the above and as the Administrator has just stated, to as- 
sist colleges and universities in meeting the problems they are facing 
in providing housing accommodations for their growing enrollments, 
we recommend an increase in the college housing loan authorization of 
$200 million by raising the statutory loan authorization from $925 
million to $1,125 million. . 

Further, in accord with the President’s statement of August 27, 
1958, the Housing Agency has continued to accept applications and 
has allocated funds on a contingent basis. As of December 31, 1958, 
103 applications totaling $84 million had so far been filed during fiscal 
year 1959. Present trends indicate that the total authorization pro- 
posed will be committed by the end of this fiscal year. 

Under existing law not more than $100 million of the college 
housing loan authorization may be used for other educational facilities 
as described in the legislation. This amount has been exhausted. 
We recommend a $25 million increase in this ceiling within the total 
authorization raising it to $125 million to permit loans to be made 
to the many colleges, particularly the urban institutions whose stu- 
dents largely live at home, for facilities containing dining and related 
accommodations. Provision of necessary dining facilities is con- 
sidered equally as important as that of housing accommodations. 

Last year before this committee I recommended enactment of a 
loan guarantee program for educational institutions which issue tax- 
able bonds. The guarantee program would balance to some extent the 
advantages now enjoyed by the tax-supported institutions through 
tax exemption of their bonds. Since it might take some time before 
private investors could become acquainted with federally guaranteed 
college housing bonds, we proposed last year an extension of the 
direct-loan program during the transitional period from direct Gov- 
ernment loans to the time when guaranteed loans become an accepted 
means of financing for college facilities. 

The administration at a later date expects to submit proposals for 
fiscal year 1960 regarding the financing of college facilities, including 
the proposed loan guarantee program which was recommended last 
year. 

I would like now to comment briefly on H.R. 2357 introduced by 
Representative Rains, H.R. 2385 introduced by Representative Bowles 
and H.R. 2859 introduced by Representative Barrett. All three bills 
would increase the college housing loan authorization by $500 million, 
including an additional $75 million for other educational facilities and 
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and additional $75 million for student nurse and intern housing. The 
additional loan authorizations contained in these three bills are largely 
outside of the President’s budget and would permit new expenditures 
exceeding that which the administration has considered to be consistent 
with its budget objectives. 

These bills would also make nonprofit student housing cooperative 
corporations established for the purpose of providing student or 
faculty housing eligible for loans under the program provided that 
the note securing such loan is cosigned by the educational institution 
at which such corporation is located. The significant obligor in an 
such loan transaction would be the educational institution inasmuch 
as student housing cooperatives are subject to an unavoidable rapid 
turnover in student membership. 

Under the existing statute it would be possible for an educational 
institution to list a student cooperative as a coobligor for its bor- 
rowing from the Government, but in practice educational institutions 
donot doso. The proposed amendment would not change the current 
situation significantly and, therefore, the amendment is considered 
unnecessary. 

At this point I would like to comment on H.R. 401 introduced by 
Representative O’Brien, and also on section 603, of H.R. 2385. The 
bills would authorize loans under the college housing loan program for 
the construction of academic facilities, such as classrooms, laboratories, 
libraries, and related facilities at educational institutions. The loan 
authorization would be increased by $200 million in the case of H.R. 
401 and by $500 million in the case of H.R. 2385 for such purposes. 
Such additional loan authorizations are outside of the President’s bud- 
get and would permit new expenditures exceeding that which the 
administration has considered to be consistent with its budget objec- 
tives. 

This concludes my prepared statement and I will try to answer any 
questions which the committee may have on this legislation. 

Mr. Rarns. Mr. Hazeltine, if the college housing program carried 
an interest rate which did not cost the Government anything, was not 
a subsidized rate of any type, just how would the Government expend 
any money on this? You know, most people actually think that the 
Federal Government is giving this money to these colleges, and what 
we are actually doing is reaching into the taxpayers’ pocket and tak- 
ing it out and getting nothing back for it. Actually, if an interest 
rate was sufficient to pay the money to the Government, the Govern- 
ment would not lose much on those programs. 

Mr. Hazevtine. We believe the loans we have made thus far are 
very liquid and very safe. 

Mr. Ratns. We talked about audits a while ago, Mr. Mason. I 
wish the Federal’ Government would get itself a bookkeeping proce- 
dure which would enable the people to understand what 1s going on 
with their Government. All we do is list here what comes out of the 
till, and never list what we get back for it. We do not list the assets, 
we only list the liabilities. Sometime somebody who really wants to 
do a job on reorganizing the Government ought to see that we get a 
bookkeeping system like business enterprises use. 

Of course, if a businessman makes a loan and gets a good mortgage 
in return, he lists that as an asset, doesn’t he? 
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Mr. Mason. Yes, he does, Congressman, and I can agree with you as 
a businessman that the accounting practices of our Government ought 
to be looked at, at least. 

Mr. Rarns. We need to see both sides of the coin in order for the 
people to know just what the situation actually is. The college hous- 
ing program, Mr. Hazeltine, has done a wonderful job. It can do a 

reater job. [am not going to argue the cause of education, it is head- 
ine news everywhere in this country today, and it is really an im- 
portant subject, and we have to do something about it. 

The only thing I am worried about is whether or not we will take too 
small steps and not take them often enough. In other words, I think 
we need to move forward very rapidly. 

One other comment and one other question of you. This proposition 
about student housing cooperatives actually came from California. 
It is a pet subject of my friend, Mr. McDonough. On the campus of 
the University of Southern California there has been for many, many 
years a student cooperative which helps to house the students. The 
Californians want an amendment put in whereby a loan could be 
granted to a student cooperative for housing. 

The committee, for a degree of safety, last year said we would do 
that if the college will cosign with them. You say it is not best, but 
apparently you have not made any loans to student cooperatives. 

Mr. Hazevrine. We have not made a loan to a student cooperative, 
but they can get the benefits by us making the loan to the college. That 
way we get continuity of management throughout the 40 years of the 
loan. We feel very strongly that cooperatives are doing a very good 
job, and it has been stated that a cooperative gets $1 worth of housing 
for 75 cents, and we are very much in favor of that. 

Mr. Ratrns. I think this particular amendment had something to do 
with the debt limit of the university or the location of the property off 
the campus. They were willing to sign with them, but to assume the 
front part of the obligation, there was some reason, you might check 
into it. It is aimed at specifically doing a housing job for these student 
cooperatives, but we want to make it safe by making the colleges sign 
with them. 

Mr. Hazevtine. We took that up very thoroughly in the college 
housing advisory meeting on October 7, 1958. We have a meeting twice 
a year of topflight educators who assist us in our program. The feel- 
ing there was crystallized against the idea of having the cooperative 
entirely separate from any operation of the college or any management 
of the college. ° 

Mr. Rats. I would be opposed to having it entirely separate and 
owing the Government a debt. If there was another name, that of the 
university on it, I don’t see where we would be in too much financial 
difficulty. 

Mr. Hazertttnr. But we have made quite a few loans which, in 
effect, go directly to the cooperatives, but are through the university 
or college, so that they have some type of control on the method of 
management of the cooperative. 

Mr. Rarns. Well, I have an idea we are going to have to do a lot of 
accounting to our California colleagues on this, so you write us and 
tell us how we can reach the student cooperative under the present 
setup. 
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Mr. Hazexttne. Yes, I shall. We have given this a tremendous 
amount of thought and we feel we are reaching those cooperatives 
under the present statute. 


Hon. ALBERT RaAINs, 
Chairman, Subcommittee on Housing, Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 


Deak Mr. CHAIRMAN: This is in response to your question during the hearings 
on Wednesday, January 28, 1959, regarding the eligibility of nonprofit student 
housing cooperatives established for the purpose of providing student housing, 
provided that the note securing such a loan is cosigned by the educational 
institution. 

Under existing statute it would be possible for an educational institution to list 
a student cooperative as a coobligor for its borrowing from the Government. 
The proposed amendment would not change the current situation significantly 
and, therefore, the amendment is considered unnecessary. 

The specific situation to which you referred was the University of California 
at Berkeley and the student housing cooperative which has been in existence 
there for many years. If the institution and the cooperative find it mutually 
advantageous to proceed with the development of housing to be used to house 
members of the cooperative, this Agency would be pleased to give full considera- 
tion to an application for a loan under the college housing program. 

Sincerely yours, 





, Administrator. 


Mr. Ratns. We don’t want any surplusage in the bill, but we would 
like to take care of a valid situation. 

Any further questions, Mr. Widnall ? 

Mr. Wipnatt. Yes, Mr. Chairman. 

Mr. Hazeltine, as to the request made by the Agency for additional 
funds, do you feel that will carry you all through this year, as well 
as the fiscal year ? 

Mr. Hazexttne. The fiscal year up to June 30, 1959, will be well 
served by the amount that we are now asking for. 

Mr. Wiwnatt. That is the $200 million. 

Mr. Hazertine. We have been running on an average, for the past 
2 years, between $200 million and $245 million. With the $26.7 mil- 
lion which was held over on the 1st of July, plus the $200 million, we 
will have $226.7 million for fiscal 1959. 

Mr. Wiwwnatt. What is the Agency’s position with respect to addi- 
tional authorization after this fiscal year ¢ 

Mr. Hazerine. As I stated in my statement, a bill is being con- 
sidered at the present time by the administration for introduction at 
an early date. It will include the same type of guaranty program 
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which we asked for last year, which we hope can be developed to the 
extent that the investing public will give the proper type of support 
to the college housing program. 

Mr. Mason. Congressman, we can’t comment on what this program 
will be because it is not fully developed, the future program. 

Mr. Winatt. But we have proposals substantially higher than 
the interim proposal offered by the administration thus far and we 
are going to complete these hearings very soon. As a member of the 


‘committee, I would like to be able to understand completely what the 


administration’s view is with respect to that. When I say that, I 
believe that the great majority of the Congress likes the way this 
program has been working, and they are encouraged by the results 
that have been obtained, and it seems to have been an intelligent in- 
vestment for our people all of the way through. So I just realize 


this: We want to be sure that there isn’t going to be a lag somewhere 
along the line. Educational needs are vital and they are critical. 
We ought to try to meet them as quickly as possible, and we have a 
program in being that is good, so we would just like to have as many 
of the facts before us as possible. 

Mr. Mason. We will do our best to get this to you, Mr. Widnall, 
before the hearings are over. 

Mr. Wipnatu. Thank you. 

The second question is that earlier today a question was raised with 
respect to pulling out the land-grant colleges and the State universities 
from the present program. I would just like to have this additional 
information if it Late furnished: Do you have on record what most 
of these schools can do by way of borrowing today with tax-exempt 
securities, what it would cost by way of interest rate, what the ma- 
turities would be that would be involved in the lending, so that there 
could be a true comparison between requiring them to do it on their 
own through tax-exempt securities, or doing it on a Federal participa- 
tion basis. 

Mr. Hazevtine. Many of the larger institutions have borrowed on 
the outside for part of their funds, and we have supplied funds on a 

arity basis for the rest of the needed money. We could supply in- 
ormation on that. 
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(Data referred to above is as follows :) 


Bonds issued by public institutions of higher learning to finance housing and related 
facilities, 1957 and 1958 


























Date of Borrowing institution Amount Term Net in- 
bond sale terest cost 
Thousands | Years Percent 

Jan, 1,1957 | Nebraska State Teachers College....................-.-- $450 30 3.40 
Jan. 22,1957 | University of Kentucky...................--.....-..--.- 150 40 4.44 
Rs le E> 8) RI BONED GO OID oiled eke nn cca ne nee sdsnweccess- 200 18 3.35 
Og Ge sg BI er ae ee 3, 000 40 4.27 
Feb. 26,1957 | Pennsylvania State University !_...............--..---- 10, 800 20 3. 80 
Mar. 1,1957 | Fort Hays Kansas State College.....-.........-.-.-.-.-- 125 20 4.10 
Me eS OE se ee eee ee 3, 750 40 4.35 
ee, i Aes 1h AP OREO MAMTOONE nn cows gnncecnanceccunpwenecuae= 6, 000 40 4.19 
ay 31,1957 | Southwest Texas State Teachers College. ...........---- 80 10 3.75 
June 14,1957 | Washburn University... ..........-.-...---.....-----.-- 1, 250 15 3.63 
July 16,1957 | Michigan College of Mining and Technology-.-.-.--..-.-- 100 33 4.76 
July 20,1957 | University of North Dakota.................-..-..---.-- 42 12 4.25 
ee no acca nkocenedsencanscesn 219 20 4.00 
Aug. 13.1957 | University of Massachusetts !._.................---.---- 580 26 3.99 
Aug. 21,1957 | Central Michigan College..........-.........----.-.-.-- 1, 000 30 4.75 
Oct. 17,1957 | Georgia University system -. . eee 6, 000 25 4. 50 
Oct. 18,1957 | University of Michigan. .--- 1, 850 35 4. 56 
Nov. 15, 1957 | University of Kentucky___-.- - 4 100 (3) 4.42 
Nov. 20, 1957 | University of Massachusetts !_........_.......-.-.-.-.-- 1,000 29 3. 82 
Dec. 31,1957 | Texas Agricultural and Mechanical College. ........-... 55 12 4.25 
Jan. 22,1958 | Pennsylvania State University !__............-.-.....-- 11, 800 20 3. 70 
Jan. 30,1958 | University of New Hampshire 3_..-.............--.--.-- 437 18 2. 56 
Oe we a Ee 500 24 3. 96 
Bear. 06, 0008 | Universisy of Indiema.........................600.5...66: 6, 100 30 3.90 
Apr. 3,1958 | University of New Mexico................-...-.-...-.-- 1,000 40 4.05 
bts. ge Ee et ae canenbcnGunbunsongonceapooes 4, 39 4.51 
Apr. 15,1958 | Ferris Institute--.-.......-.-...-------- bE Ehadsbb bie duee 800 30 4. 20 
Apr. 17,1958 | South Dakota School of Mining and Technology-.------- 30 (2) 4.00 
Apr. 21,1958 | Northern Illinois University --........-.......-.-...---- 1,000 39 3. 78 
Apr. 22,1958 | Oregon State Board of Education 3_...............-....- 3, 226 30 2. 68 
ay 22,1058 | University of Louisville ¢................................ 140 15 2. 53 
July 23,1958 | Eastern Kentucky State College ¢...............--.--.-- 141 15 2. 88 
July 25,1958 | Eastern Washington College of Education- --.-......-.-- 185 18 3. 82 
Sept. 9,1958 | Connecticut Teachers College 3__..........- és 3, 525 10 3.24 
cies ah University of Connecticut 3_ , 500 16 3. 24 
Sept. 10,1958 | University of Massachusetts. 1, 400 30 3. 90 
Nov. 18, 1958 | University of Illinois.......... v: 1,625 40 3. 94 
ee Bg ne gS Se See nnnne 400 40 3. 57 





1 General obligation of borrower, but not of State government. 

3 Not available. 

3 General obligation of State Government. 

4 Early maturities of bond issue sold to Government; later year maturities (16 to 40 years) purchased by 


Mr. Wiwnat. Would you have information also on their ability to 
obtain additional lending? Also whether they would be blocked be- 
cause they used up all of the authorization they might have available 
under State law ? 

Mr. Hazewtine. These are revenue bonds, the project intending to 
be self-liquidating, so there would be no limitation from the bond 
issue side. 

Mr. Wipnauu. There would be no State limitation in any of the 
49 States? ; 

Mr. Hazeutine. I am advised that Oregon issues GO bonds, and 
that would have something to do with the top limit of their borrowing 
capacity. 

A Siemans, Mr. Chairman, I think it would be very beneficial to 
get any of that information. 

Mr. Ratns. Give us any information you can on that and we will 
include it in the record. 

I might say this: You must remember that States like the State of 
Georgia—there is a distinguished Georgian that sits at the top of 
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this committee—operate on the basis of every school on the State 
system. When you start talking about getting a program through 
this Congress in which some State can’t participate, then you have 
set for us an impossible task. So I don’t see how to cut out land- 
grant colleges and State universities, because the first thing you know, 
we won’t have enough votes left to get the bills through. You better 
think about that when you are presenting it. 

Mr. Hazexrine. This was on the guarantee program. There is no 
limitation on this $200 million that we are asking for. That goes 
across the board. 

Mr. Rarns. What you are talking about, then, is the new proposal 
that you expect to bring in later ? 

Mr. Mason. Yes, Mr. Rains. 

Mr. Hazevttne. Yes. 

Mr. Rains. Mr. Miller. 

Mr. Murer. Mr. Chairman, I have a question or a request of Mr. 
Mason or Mr. Hazeltine. Every witness today has attested to the 
needs that we have in the country, and every witness has said that our 
needs are outrunning our financial ability to supply them, and yet 
not a single one of the statements, insofar as I have been able to read 
or listen to, have given any indication of the extent of this need, and 
I think that the committee should have in the transcript and in the 
record some indication from the Housing and Home Finance Agency 
of the extent of the need, and I refer particularly to the testimony of 
Mr. Slusser, the testimony of Mr. Mason, particularly with regard to 
old-age housing, so that we can then assess whether or not this need 
is to be a value judgment between the ability to pay and the actual need 
that exists. 

The FHA has evidently made an assessment or value judgment that 
the need is not overriding to the budgetary needs, and I think we should 
have the evidence in the record to make a judgment for ourselves. 

Mr. Ratns. That is a very good suggestion. You will recall that 
in the examination of the witnesses we asked for all of the projects 
on urban renewal, the amounts, and we did the same thing on section 
220, and the applications. We would like to have a list of all of the 
te applications in college housing. I think it would be well to 

rnish as much of the information which would enable us to look at 
what we think is the need, as suggested by Mr. Miller, as we possibly 
can. 

Iam afraid this might happen. Those of us who have been on this 
committee a long time naturally keep a current file, and we assume that 
everybody else has the same amount of information on it, and I realize 
that is not true. I would like you to put into the record as much of 
the information that Mr. Miller has requested as you can. He is a 
new member of the — and Currency Committee, and I under- 
stand is quite informed on housing, so we may have to be calling on 
him from time to time. 

Mr. Mason. Mr. Miller asks a very pertinent question for a new 
member, Mr. Rains, and we naturally would be happy to supply it. 
You will understand that some of this is factual information as the 
result, as Mr. Rains has pointed out, of actual applications and work 
on various sorts, and some is impressions that are gained. We would 
dearly love to have the funds available to make complete studies of 
this matter which we do not have. 
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We have no research program in this field, and this is an Appropria- 
tions Committee problem with ourselves, and not this committee, so I 


am not belaboring you 


with this. 


(Additional information follows :) 


CoLLEGE Housinc PRrRoGRAM 


Pending applications 





Project No. 


Name of institution 





Ala. 1-CH-30 (D) --...---.-.-.-- 
Ariz. 2-CH-14 (D) __------------ 
mys, B16 (OD) - . .....-....-. 
Ark. 3-CH-35 (D) 
Calif. 4-C H-68 (D)-__..-..------- 
Colo. 5-CH-38 (D)............-. 
Colo. 5-CH-39 (D) ...........--- 
Ill. ise EES 


( 
Kans. 14-CH-48 i epee a. 
Kans. 14-CH-49 (D) __-.------.- 
La. 16-CH-24 (D) 


N. Cc. 31-CH-34 ( 


Tex. 
Tex. 
Tex. 
Tex. 
Tex. 41-CH-101 (D)-__- 
Tex. 41-CH-102 (D)__- 
Wis. 47-CH-50 (D 





ED SoG eon beh uwbdndenksocdsedbedicheneeed~ 
Milwaukee School of Engineering --.---.....-....----...-- 





DMRS 4d. Soy cddinccces 


University of Alabama ----- Sobubiscsnesenstaebaat onal | 
University of Arizona atau 
Arizona State College (F I: agstaff) _- RL Slt 
Harding College 
Stanford University 

Adams State College_ 
ae eee | ares ae si 
Southern Illinois University- 


Mac Murray 0” SO a ee Sw eT 2 
SPP GO SUTIN. 8 8 oo. on doin oo co bdb Sec cncdinocts 
McPherson College 


Northeast Louisiana State College___.......-...-.-.-.-. ae 
Nichols College of Business Administration._._--...-..--- 
OEE PO SEE ee arene enn eee games ee 
ae centri dr Pa wuniona oooh ens eee nese akin 
Kirksville College of Osteopathy ___............-..-.------ 
RRROIGY OF DOW) MEOKIOO. ... cnn sim scosceencacdccednenwese 
New Mexico Western College_-..........-..-.-.----.--... 
Columbia University 
Consolidated Presbyterian College 
TS) Te Sere eee es © Pe eee eee bike 
Southeastern State College....................--...------. 
Southern State Teachers College_-_._.........--...-----.-- 
Tennessee Polytechnic Institute___..............-.-.------ 
Lubbock Christian College 
a a? re neue 
Uaivertty of Cornus Cbristi... .......<-no0esocsc.ccoc cece 
Blinn College 
CE, FES ER: Se eee ee ne 
la RE SE EE SS CRS SIE Rk 





Federal 
funds 


$665, 000 
2, 503, 400 
900, 000 
400, 000 

1, 800, 000 
1, 160, 000 
435, 000 

7, 934, 000 
1, 000, 000 
650, 000 
3, 750, 000 
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STUDENT NURSE AND INTERN PROGRAM 


———_—$ 


Pending applications 















































Project No. | Name of institution Federal 
— funds 
Calif. 4-CH-60 (H)............. me Donald N. Sharp Memorial SR td aes. widened $285, 000 
Calif. 4-CH-50 (H).....-.--- The Santa Monica a L ee SAREE 0 330, 000 
Calif. 4-CH-58 (H)..-- tien | The California Hospital GRE dhentieebiahenaninsrinedl SAckaals 812, 000 
os BT) ee ee BES SPP See cE: 950, 000 
Kans. 14-CH-46 (H)-_---.---- | Wesley Hospital and Nurse T raining Gobeel,... oe U. 980, 000 
N.J. 28-CH-20 (H) __...| Hackensack Hospital_.._-- ee wee wie 750, 000 
| ————— 
ee | aby Kaine See ou tee dU bade h a Op dei anacnawaenatee 4, 107, 000 
| 
APPLICATIONS WITH RESERVATIONS OF 
| FUNDS 
Calif. 4-CH-53 (H)-__---- ‘ .| Memorial Hospital of Long Beach.............----..----- 234, 000 
Fla. 8-CH--26 (H)-_-_.- P ' Orange Memorial Hospital_-- 200, 000 
Kans. 14-CH-41 (H)_-_-- Mercy Hospital. | 250, 000 
Md, 18-CH-18 (Hi) Church Home and ~ gat nh Sides 500, 000 
Mich. 20-CH-40 (H)_- | Butterworth Mosntlal 52620. si le wvecrccnncnsl alk aes 315, 000 
Minn. 21-CH-24 (H)___- | Abbott Hospital. on 310, 000 
Mo, 23-CH-48 (H)_.-..-.-.----.| Trinity Lutheran ‘Hospital School of omnes eee on ee 450. 000 
Nebr. 25-CH-17 (H)----- : _| The Nebraska Methodist ee 4] 515, 000 
Ohio 33-CH-63 (H)_.-- | Flower Hospital. 3 375, 000 
Ohio 33-CH-72 (H)....-.-..--..-- | Providence Hospital _- a é 244, 000 
Pa. 36-CH-094 (H).......-.....-- aes Pernt OS ee nn TELE ts | 200, 000 
Pa. 36-CH-89 (H)_...._.........| Jefferson Medical College of Philadelphia. . eewwawas aches | 663, 000 
Wis. 47-CH-44 (H)_.- ...| LaCrosse Lutheran ‘cwmaeee eaad<S 100, 000 
Wis. 47-CH-49 (H).. | St. Mary’s Hospital. - Ar 350, 000 
Le daciilaeadacitin 
NE IE asecetascwsceee |-------------- ae f 4, 706, 000 
| 
Applications with reservations of funds 
Project No. Name of institution Federal 
funds 
Ala. 1-CH-22 (S)..............- Sees FU OMe ao Sins Pou cocncccecsccenst kk $150, 000 
0 eo 2: ee ve Re ee eae een i fy 9 235, 000 
mame t-Ol-90 (D)......5.......- Birmingham Southern College---...........-----.--.------ 278, 000 
Ark. 3-CH-32 (D)...........---- SD. I a ai ocr Nn cc cau nestewsecsueeete 400, 000 
Ark. 3-CH-33 (D)............... Arkansas Agricultural and Mechanical College 875, 000 
Ark. 3-CH-34 (D)..-..-.....---- Arkansas Polytechnic College. ...............-...-.- 350, 000 
Calif. 4-C H-62 (D)-..........--- San Francisco College for Women-_..............-...- 1, 712, 000 
Calif. 4~-CH-4 (D).........----- eg Bee Se ES re ee eS enn nee 450, 000 
Calif. 4-CH-65 (D)............-- St. Mary’s College of California-.................--..--... 350, 000 
Calif. 4-C H-66 (D)-...........-.- WURSVORGILY. OF CGE PIN o ow odo nc eccwcerewseedl canoes 786, 000 
Calif. 4-CH-63 (D)-......-....--- California Western University .. .......................... 556, 000 
Calif. 4~-CH-67 (D)-....-..-..-- ee ee a A ens er 150, 000 
Conn. 6-CH-7 (D).........-....- Albertus Magne OOeg0 so osc so i. Loess cenncoeseecssu 900, 000 
Conn. 6-CH-8 (D).......-....-- NIGCOREIET Ge RPO iss ioe che cccsuomnsdbnveteotaiade 1, 600, 000 
D.C. 49-CH-11 (D)-.....-......- PRIN ae Ci dsc wencwwniawewadibabbacall 848. 000 
am, Ot —S8 (ID)... 6.55 scneccce Sy PEE WIEN eo oc eite ac dcoetweesnasetesatdsen 3, 500, 000 
eet CID). scccceucsccasd Morehouse RP act nndtusi sede qcdadededatanctodnaned 333, 000 
8 See Fe >) rn fo PE ST eT ee EE Rae renee: 2 ° 200, 000 
Hawaii 51-CH-4 (D)..-.......-- oe aS fe Sa te eee | FS: 437, 000 
Idaho 10-CT!-6 (D) Northwest Nazarene College 370, 000 
Idaho 10-CH-7 (D) The College of Idaho___..__.__- 120, 000 
Til. 11-C H-85 (S)__-.- Nee RETO SEE IP Sn EY Sioa eer eh RES MI 500, 000 
I. 11-CH-90 (D).......-..-..-- REPT Or Ue ak CT) Cs ewanniadewunn pleiaeere 1, 350, 000 
Ml. 11-CH-88 (D)....---2--.-- Trinity Seminary and Bible College... ...............--.- 00, 000 
Ml. 11-CH-92 (D)_...--22-- 2... nn te EN Ss lee a es ks 700, 000 
Ml. 11~CH-87 (D)......-..-..- DOR: LON sO ll Sisal. cesensecacceccaeaantk 596, 000 
ee 48-OH-46. (5). ccocccccus Ball State Teachor® Oelees oo iii ew cdccccacecewccsccecdes 1, 350, 000 
mee, 10-OR-47 (D) 5.5 sccccccccchoown SEO 2 I ES AR OS RS 5 Sf is 2, 400, 000 
fm §9-CH-00 (D) | -ccccecccccce a) Se TE BE: ee ee WEY ES Le 1, 715, 000 
Iowa 13-CH-21 (D).........---- h DPR Cnt 6b F005 Go Sc dcmsecawedaca nib baie 360, 000 
Towa 13-CH-26 (D)...._-..._--- Dr Ore CNNINN SOUND i spends bimanisanieaas<ekaknadibetas 250, 000 
Towa 13-CH-28 (S)__...........- ROE CIGUI <. cn ccidilenennn ol ibacesadecessbebbhcoedes 750, 000 
Iowa 13-CI1-30 (D).._...._... Towe Weelevam- Oia. ik 6 oo ik. ncccseccecuceebckouse 462, 
Towa 13-CH-29 (D)......-.-.--- + Morningtide COMINGS. 2 2.2. ooo a. coeeccreewaceee 400, 000 
Kans. 14-C H-37 (S) Sterling College. ................... $125, 000 
Kans. 14-C H-42 (D) Municipal Univ versity of Wichita 5, 000 
Kans. 14-CH-45 (S)____._- ‘PE POUNCE, orakeldbee bu leibws dp adevccudedwatwodsadatie 72, 000 
Kans, 14-C H-47 (D) a aS is Sires on bi! 500, 000 
Ky. 15-CH-21 (DS) ...........-- + AMOGVIN OOMMRE LE. 8 50 S22 U LUE 2 oc coeswu ceeds dec the 300, 000 
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Applications with reservations of funds—Continued 





































Project No. Name of institution Federal 
funds 
Ky. 15-CH-27 (DS) -.......--..-- NN SE EEL ee ee $300, 000 
Ky. 15-CH-30 (D)--......-....-.- I a re muinioareas 300, 000 
Ky. 15-CH-31 (D)............-- NE TIS i enone succnaucecccvanscensen 900, 000 
Ry ee Fe |) eeenemene Western Kentucky State College..................-....--. 625, 000 
me, S60 -os (DD)... .nne<<-n Centenary College of Louisiana. -.............-.-...----.. 356, 000 
Md. 18-CH-17 (D).-.-...----.... fe SS eae DE TST 770, 000 
eae CAPD... onan) CMORIIEI OED CIOIIOIIB os cc ebiccncnecenmecccenncacecsséou 700, 000 
Es 3S, ) ) ee ere sree 725, 000 
Mass. 19-C H-40 (D) ------.----- PE ee GE Eee ers 551, 000 
Mich, 20-CH-36 (S)-_-.-...------ a ee eee eee 875, 000 
Mich, 20-C H-38 (D)-_--....------ os cc acecksatenaanesenk 3, 000, 000 
Mich. 20-C H-39 (DS)_-.-.---.-- as ee eet 1, 000, 000 
Minn. 21-C H-26 (S) _--. College of St. Thomas_. 1, 300, 000 
Miss. 22-CH-15 (D)-_- Jackson State College. 940, 000 
Miss. 22-CH-19 (D)-- aleorn A. & M. Colleg : 374, 000 
Miss. 22-CH-21 (S)_.. oc tna scmencocesadbens , 000 
Miss. 22-C H-23 (D)-- Mississippi Southern College.........-..--...-...---.-~--- 600, 000 
Mont. 24-CH-15 (S)-.....--....-- De NIN, COGN so onsite cece cence cneccccca 250, 000 
Nebr. 25-CH-16 (D)-............ a ae a eeu nwnsnnanudonainn 250, 000 
Nebr. 25-CH-21 (D)-....-....--- eRe Sar dune cnennnavacdebawabes 336, 000 
Nebr. 25-C H-20 (D)-....-------- ES RES SRS eee eenaeeey eee Pet 330, 000 
N.H. 27-CH-4 (D)..------..-.-- a a A os cm ci pei acalle 750, 000 
PR Se el) a SN oe ce cece cnccomenneiaces 835, 000 
N.J. 28-CH-16 (D)-...-...-....-- Rutgers, the State University.....--...-..---------------- 750, 000 
N.J. 28-CH-19 (D)-_......-..---- I oi ila ccna encncnemacsesveshebbean 741, 000 
N. Mex. 29-CH-7 (D)---.-------- College of St. Joseph on the Rio Grande.._---.--...------- 424, 000 
N.Y 230-OH-07 (D).....-........- Sn RMD oss a inc en ecwnenaandncdodns 1, 225, 000 
N.Y. 30-CH-98 (D)..-.-...--..-- a ar ID A iin iin a can ceccancceeenece 300, 000 
N.Y. 30-CH-99 (DS).-........... C, W. Post College of Long Island University _..- cekeh stem 2, 350, 000 
N.Y. 30-CH-101 (D)-.--...----- Fordham Se oan oo teh acueate cadedod on cankihe 1, 000, 000 
N.Y. 30-CH-102 (D)-..........-- Aa ere 320, 000 
N.Y. 30-CH-104 (D)-.--.---..--- Houghton SE ae ag ei eee se 500, 000 
N.Y. 30-CH-96 (D)...---------- ——e eS one Clos onccoeemardcaesneneee 2, 921, 000 
N.Y. 30-CH-103 (D)..---.---.-- ee ae no cma aneeeocans 3, 000, 000 
N.C. 31-CH-23 (D)...-........-- ES Se re eae re NaS 665, 000 
N.C. 31-CH-27 (D)...-.......... The University of North Carolina.................-...---- 2, 000, 000 
fo 8s 4 3) eee Nee ne ee dg cccneessdeesdansdace 300, 000 
N. Dak. 32-CH-10 (S)-.......... ES EE eee arene ee 380, 000 
Ohio 33-C H-69 (D)-..-...------- ee TEND THON TTP OUIE Go inno cence ccc cnc censescucnce 2, 305, 009 
Ohio 33-C H-77 (D).-...-....-.--- ee Ey OR oo one enc nccecaccensccccsucuecs 290, 
Ohio 33-CH-79 (D)-_-........---- ee eemnmoanoemanne 4, 350, 000 
Ohio 33-C H-81 (D)--.-..-.------ Bowling Green State University 2, 500, 000 
Ohio 33-C H-82 (D)-_. Mount Union College__._.....-..------ 445, 000 
Ohio 33-C H-86 (D)-- .| The Muskingum College.....-..--- 700, 000 
Ohio 33-C H-85 (D)-.- .| Western Reserve University. .....--- 2, 000, 000 
Ohio 33-C H-88 (D)-.-...--.----- Sn RD APR ONIIGT o6 dn écesnicncsn~...2---- 2, 000, 000 
Ohio 33-C H-87 (D)-.--.--..----- SD SE I ods Seedkcecdeonancceceescuncsemende 1, 200, 000 
Ohio 33-C H-89 (D)--.....-.----- I I Sn se eenpnenanedenseieeaut 450, 000 
Oreg. 35-C H-26 (D)--.-.--..--.- EE ES ee ary Se 1, 055, 000 
Ge ee -27 (CD)... <.nc2cen-|--..- EE ee a ee ny om eee 1, 770, 000 
Oreg. 35-C H-28 (D)-_.--...--.--- inl RMN POI Cg 5 SoScsa el noennncnnvecchescoe 375, 000 
Pa. 36-CH-58 (D)_..........-..- University of Penneyivania. ...c. i. .... 2.200... cesca-see 3, 400, 000 
Pe. eC -O8 (1)... ..nnccons EE EES ES AE TC, eee 800, 000 
Pa. 36-CH-88 (S)-_............... I ee anmadaane 800, 000 
Pa. 36-CH-90 (D)..:..-......... I BL ccamenemawaandeeiin 700, 000 
Pa. 36-CH-91 (D)-_.............. TIE 00k I oid id iiss amndawencananiduniodde 6, 500, 000 
Pa. 36-CH-02 (D)............... Carnegie Institute of Technology..........-..-.----..----- 700, 000 
Pa. 36-CH-95 (D)-_.............- cS NS OT RR Cell ene 2, 787, 000 
Pa. 86-OH-$3 (D)...........-<-- eT I ree ee  emecoeesuemoewbhbee 1, 000, 000 
Pa. 36-CH-96 (D)............--- EN SEE EE er ETT 250, 000 
Pa, 36-CH-98 (D)-...........-..- TL PEIRE On WOIRUIT OND s gocincccncccncccecccvesvensces 500, 000 
Pa. 86-CH-09 (D).............-. NE ee 950, 000 
PP. S2-OH-13 (D8)...--<cccese PR AST ONNED TIMIVONNEN en noc ne cnn ccesscossnsnedened 800, 000 
P.R. 52-CH-13 (DS)..-..-.-.-.-.-.- Catholic University of Puerto Rico.......-....-.---------- 500, 000 
RAL 87-CH-6 (D)......-2<<-.-<0. I a ood re ache dccnmecsedqcewsmnniiisewll 880, 000 
8.C. 38-CH-19 (S)............... I A red aide wnanvaseuwconmedain® 740, 000 
§.C. 38-CH-21 (D)-.-........--.- I ae a eu anederenewenn’l 300, 000 
rea COED.) SOR asain accnc cop ewcnwenscenccecccesninee 235, 000 
8S. Dak. 39-CH-18 (D) I et cna gnbusinkuaodd beeen 233, 000 
§. Dak. 39-CH-19 (D)-. State University of South Dakota...........-.-.---------- 745, 000 
8. Dak. 39-CH-20 (D)-. ee ee State Teachers Cotege EE a SEN 235, 000 
NS NM nian oosaceubens 280, 000 
8S. Dak. 39-CH-23 (D) vate COD. oc accetntinene 275, 000 
Tex. 41-CH-87 (DS) Baylor University.......--..---.----- 1, 725, 000 
Tex. 41-CH-91 (D) University of Corpus Christi..........-....--.---- 298, 
Tex. 41-CH-95 (D) Lamar State College of Technology. --.-.---------------- 820, 000 
‘Tex. 41-CH-98 (D) Hockley County Junior College District. ...-....-.-.---..-. 400, 000 
Tex. 41-CH-94 (D) Stephen F. Austin State College. ...-..----.-------------- 610, 000 
‘Tex. 41-CH-97 (D) TAS TR oS cccitmwocccnnunsonntannides 1, 500, 000 
Utah 42-CH-10 (DS)__-_-._--__- RE tg ae na anmassiditcbindlé 2, 285, 000 
Utah 42-CH-11 (DS)_.-....----- hemees en Gantbberm Utell... <-cocus-c--c--ceececace--<- 250, 000 
Utah 42-OH-13 (S)............-. on a as eneaekonannenns cues 675, 000 
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Applications with reservations of funds—Continued 








Project No. Name of institution Federal 
funds 
Utah 42-CH-14 (D).-............ College of Gouthiorn Ute. ois - bo cso ce seen nsec sel $260, 000 
2 oe oe DE TIGNES, Biche itidi hss idee deaiddkeds Genk 680, 000 
Se eC) Oe, See CO 086 Sin canta nnndaeemapenabincgndys 685, 000 
We, BE E—E6 CID) cc ccccucecssne es CO OD. nano waréannaweunintint eningeibod 612, 000 
Va. 44-CH-16 (D)_.-.-.....-..... ge a’ "ss PPE SAS Se 676, 000 
Wash. 45-C H-33 (D)--.....--.--.. Western Washington College of Education...............- 900, 000 


W. Va. 46-CH-25 (D)-_..-...-..- Shepherd College 


W. Va. 46-CH-28 (D)--- 
Wis. 47-CH-47 (D)--.-.-- 





























ee, 2-08-08 (D) 2.2... 222.) Canpoll Colle 0053. Lie dik clea sda 1, 
Pore Ce. 6 SS ELAS alee ate ad nah etae naccnceaeotbaes 122, 903, 000 
College housing program—status of applications and fund reservations 
College housing: 
Number of applications with fund reservations 132 
Funds reserved_ $122, 903, 000 
Number of pending anplicntions..... 6. cee en 35 
Funds involved in pending applications ae west $36, 842, 900 
Student nurse and intern housing: 
Number of applications with fund reservations____.___.--_--_ 14 
Funds reserved__...__-__-_-_-- a a $4, 706, 000 
Number of pending applications_____________-___-__-__-__---- 6 
Funds involved in pending applications___._-__._-_------------ $4, 107, 000 


Status of FHA housing for elderly program under sec. 207 of the National 
Housing Act as of Dec. 31, 1958 








Project status Number of | Number of 
projects units 
Preapplication firm proposals. ...-_---- PEE Se ee, OE, PMR Pied 30 1 4,944 
DEUMGESTIN TOF SIGUNONNODS . SN oo 5 os oan ik ha dc Soe cucdgnchancowmscdccas 40 4, 769 
ETE TES ANSEL aaa Eo STE 30 3, 232 
a etc ail d kano emmawan wma ae ad eaae awe : 17 2, 038 
Ee ERR err Oe ars Oe CLASS ee Cee lace ee Mee TERE SY emer h RET D. 19 1, 937 
I EE TENE; ERSSS CE Rae 2 690 











1 Covers 27 projects; number of units in 3 projects unknown. 
Pusiic HousinG NEEDS 


It is difficult to state public low-rent housing needs because there is a lack 
of adequate statistics for the measurement of such needs. When funds have 
been requested in the Housing and Home Finance Agency budget for the purpose 
of obtaining the necessary statistics, they have not been appropriated by the 
Congress. Information has recently become available, however, which indicates 
that we have been making progress in eliminating substandard units from the 
housing supply. The “1950 Census of Housing”, (vol. I, pt. I, table 7), states 
that 11,695,000 substandard nonfarm houses existed in the country as of April 
1, 1950. Advance computations from the 1956 national housing inventory, which 
will be released by the Bureau of Census in the very near future, indicate that 
as of December 31, 1956, the existing substandard housing throughout the Na- 
tion has been reduced to 9,200,000 nonfarm units. No doubt further inroads 
have been made since this survey through urban renewal, code enforcement, 
FHA rehabilitation loans, and other activities. However, the total number of 
substandard houses does not of itself provide the true measure of the need for 
low-rent housing. Experience has been that many occupants of substandard 
housing are not eligible because of income for admission to low-rent housing. 
Experience has also indicated that of those eligible a substantial number will 
not move into public housing. 
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Another indicator of need comes from the estimates that approximately 
500,000 families will be dislocated by urban renewal, highway, and other pub- 
lic projects during the next 3 years. Of these families from 40 to 50 percent 
will be eligible for low-rent housing. On the basis of past experience, only ap- 
proximately 22 percent will relocate in public housing. 

As stated in the President’s budget message to the Congress, the inventory 
of existing Federally aided housing as of the end of this fiscal year will consist 
of 475,000 dwelling units. As of that time contracts will be outstanding for an 
additional 110,000 units to be constructed over the next several years. Turn- 
over in public housing is averaging more than 100,000 units per year. These 
pa to be considered in arriving at an estimation of the need for new 
units. 

Mr. Wipnatt. Mr. Chairman, one other comment I would like to 
make apropos of what Congressman Miller said. I didn’t interpret 
a lot of the testimony as being just addressed to keeping within a 
budget. I thought that much of the testimony stated that the exist- 
ing program was doing the job and particularly in the field of housing 
for the elderly where it is really just getting underway and taking 
hold throughout the country and seems to be making a very valuable 
addition in a field where there is a great demand. Now the danger 
that I see to a program that is taking hold, as against new proposals 
which will change the whole format, is by the new proposals you might 
stymie the existing program so prospective sponsors can say : “Well, I 
will wait and see if I can do something better.” 

We saw that happen in the automobile market, when there were 
proposals to eliminate the excise tax and many people said: “Why 
should I buy an automobile now if Congress, 2, 3, or 4 months from 
now, is going to take the tax off?” 

The same thing can happen to new proposals in a couple of current 
programs. It is true, some of the testimony we have heard was 
directed to the budget, but some of it also stated that the programs that 
are in existence are doing the job and we are getting some very ade- 
quate housing in many fields. 

Mr. Mason. Mr. Rains, might I comment on this simply to say that 
in the FHA-type program, we feel that these programs are responsive 
to the need of the country, and this is why we made our request, and 
we feel that they would not be excessive and this is why we made the 
request for removing the limit on the authorization. 

Mr. Rats. Well, this fall we intend to take this committee back 
to the grassroots of America again, out to the cities, towns, hamlets, 
military reservations, the colleges, and we are going to be able to 
answer a lot of the questions which you want answered. They can 
furnish us a lot of information, but we must do our best to inform 
ourselves also. It is altogether a matter of opinion as to how much 
housing we ought to have in this country a year. I think we all 
agree we ought to have more than we are getting, no matter how good 
the job is that we have been doing. 

It has been nice to have you gentlemen here today. We haven't 
even taken a breathing spell. I hope we haven’t worried you too 
much. Weappreciate your presentation, and it could be that we might 
have to call some of you back during the hearing as some particular 
point might evolve here or there. 

Mr. Mason. Mr. Rains, we, from our side of it 





Mr. Rays. I would appreciate it if you would assign a staff man 
to these hearings, so if we run into some problem, some agency prob- 
lem, we could call on him. 
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Mr. Mason. This will be done. It would be done anyway. 

Mr. Rains, we appreciate the fine way you have conducted these 
hearings. We have tried to be helpful. We will continue to try to 
help this committee in every way that we can. I think that this 
is a fine example of a wonderful approach by a governing body to 
helping the people of the country. 

Mr. Rains. We will work together—10 o’clock tomorrow morning. 
The committee stands in recess. 

(Whereupon, at 4:40 p.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Thursday, January 29, 1959.) 
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THURSDAY, JANUARY 29, 1959 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON HovusING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment, at 10 a.m., Hon. 
Albert Rains, chairman of the subcommittee, presiding. 

Present: Messrs. Rains (presiding), Addonizio, Barrett, Mrs. Sulli- 
van, Messrs. McDonough and Widnall. 

Mr. Ratns. The committee will be in order. 

The first witness this morning is Dr. William L. C. Wheaton, chair- 
man of the board of the National Housing Conference. 

Come around, Dr. Wheaton. 

He is accompanied, let the record show, by our esteemed friends, 
Warren Vinton and Frank Servaites. 


STATEMENT OF WILLIAM L. C. WHEATON, CHAIRMAN OF THE 
BOARD OF DIRECTORS, NATIONAL HOUSING CONFERENCE, AC- 
COMPANIED BY MAYOR WARREN VINTON AND FRANCIS 
SERVAITES, EX-VICE-PRESIDENT OF NATIONAL HOUSING 
CONFERENCE 


Dr. Wueaton. These days we say Mayor Warren Vinton. 

Mr. Rarns. That is right. 

You may proceed. 

Dr. Wueaton. The National Housing Conference is again honored 
to meet with you today on housing legislation as we have for nearly 
30 years. I am sure that the members of the committee are aware 
that the conference represents citizen, labor, religious, welfare, and 
veteran organizations which are concerned with housing. 

I am not going to read my testimony this morning. I would like 
to ask that it be put in the record at the end of my remarks. 

Mr. Rats. That is a good way to approach it, Doctor. We will 
include your entire statement, and then you may proceed as you see fit. 

Dr. Wueaton. I would just like to make some brief comments on 
some of the highspots. The committee has before it two excellent bills 
submitted by the chairman and by Mr. Bowles, as well as the adminis- 
tration bill and some other measures. The first two of these proposals 
present proposals for broad housing geo to carry out the spirit 
of the Wagner-Ellender-Taft Act. The administration’s bill, in my 
opinion, represents a complete repudiation of the housing program 
embodied in the Wagner-Ellender-Taft bill, the Housing Act of 1949, 
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and later supported by this administration in the Housing Act of 
1954. 

This is a fairly serious charge, and I think we ought to very briefly 
review where we stand on housing in this administration. The Hous- 
ing Act of 1949 pledged that we would work toward a decent home 
and suitable living environment for every American family. It 
pledged that we would use the full resources of private industry, of 
public agencies, of Federal credit, of research, to achieve that goal, 
and in doing so to stabilize homebuilding at a high and stable level. 

Instead of pursuing those ends, we have reached the point where, 
instead of being stabilized, housing is something to be used as a balance 
wheel and turned on and cut off as fluctuations in other industries 
dictate. Far from pursuing low and middle income housing, these 
are to be terminated; far from pursuing a progressive program for 
the elimination of slums from American cities, this is to be cut back 
by one-half. Instead, the administration has said Federal housing 
aids will be given to those who need aid least ; those who need aid most 
are to be cut off. 

Now let’s look at the specific features of the 1949 act, the renewal 
program, which has become a broad-gaged effort by hundreds of 
American cities, almost universally supported by business leaders, 
political leaders, labor, welfare groups, a broad-gage program to clear 
slums, rehabilitate declining areas and rebuild our cities to meet the 
needs of a 20th century civilization. 

This program is now receiving applications for grants from Ameri- 
can cities and towns at a rate of over $600 million a year. The ad- 
ministration proposes that this be cut back to $250 million a year. I 
think no more justification is needed for the charge that the 1949 act 
and its purposes have been repudiated. We still have 13 million sub- 
standard dwellings in the United States. 

The Commissioner testified that under the renewal program these 
were being cleared at the rate of 30,000 a year during the 3 current 
years. At that rate of clearance it will take 300 years to clear the 
substandard units we had in 1950. 

Similarly with the public housing program, although here the hand 
is more clear, it is proposed that that program be stopped, and 
this despite the fact that it has become recognized that in addition 
to the direct relocation requirements stemming from urban renewal, 
we have an almost equal volume of relocation requirements which will 
arise from the Federal highway program and another volume equally 
large that will arise from other local government public works and 
code enforcement activities. 

These generate a need for the relocation of 200,000 or more families 
a year. I would guess the figure might well be 300,000 a year if we 
had the kind of renewal program we need. Of them at least a third 
are low-income families who can not be housed in decent housing in 
other parts of the supply. Apparently we are just to brush off con 
relocation requirements and terminate the public housing program 
with a sophistry that the existing supply of public housing provides 
enough vacancies. No calculation is offered to support this. Of 
course, none can be. 

Similarly on the system of private housing aids, private rental 
housing, construction has been cut in half in the last 6 years. The 
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991 relocation program is an acknowledged failure, acknowledged by 
everybody except the administration. The volume of private sales 
housing has declined from its 1950 peak and shows no promise of 
reachieving that peak. What volume there is, is far too high priced 
and far too unstable. 

The farm housing program authorized in the 1949 act has been 
virtually extinguished. It carries on only in token fashion. 

The research program authorized by the 1949 act has been ter- 
minated long since, and although the President’s economic report 
urges research as one of the most important forces leading to the de- 
velopment of our economy, the administration’s housing program 1s 
silent on this problem. 

In short, I believe this is a program of economic stagnation. The 
administration recognizes, indeed, the Census Bureau forecasts that 
95 percent of all future population growth will go into cities. That 
population growth is likely to be 80 to 100 million people in the next 


| 90 years. It will double the population of our urban areas. We 


know that to accommodate the private investment required for such 
a doubling of population we must have matching public investment 
to provide schools, parks, playgrounds, sewer facilities, roads, and all 
of the other facilities that are a part of our economy. We know, in- 
deed, for every $7 of private investment somebody has to make $3 
of public investment. The President’s economic report hails local 
government investment in these fields as a sustaining force making 


( for the expansion of the economy, but the same expenditures, if made 


by the Federal Government, will, he claims, be wasteful and in- 
flationary. 

Now, I turn to the specific legislative proposals before the com- 
mittee. I want to briefly organize my remarks around H.R. 2357. 
Ishould note that in general we support the broad provisions for 
private housing, housing for the elderly, secondary credit, urban re- 
newal, college housing, public housing, armed services housing, and 
for mortgage credit institutions, but we have some specific comments 
about sections which we believe can be improved or should be modi- 
fied, and if my remarks concentrate on the modifications, this should 
not obscure our support of other sections to which I need not refer, 
because of our warm support. 

First, with respect to the FHA mortgage insurance ceilings, maxi- 
hum mortgage amounts, the Administrator has testified that he would 
limit the maximum to $25,000, and we believe that in the light of the 
fact that higher ceilings tend to divert construction into higher price 
dasses, this might well be supported. 

The proposal to extend mortgage maturities under the FHA pro- 
gram generally to 35 years appears to involve a threat of losses to the 
insurance fund which we think should not be generally accepted. 
Such long maturities do involve very large risks. ‘This can be demon- 
strated. We believe that such terms should be reserved for the pro- 
grams which are of particular interest to the public, those programs 
meevted with the aged, with urban renewal, slum clearance, and the 
ike. 

We support the changes proposed in the 220 and 221 programs, but 
suggest that there remain a differential which gives these programs 
preference over ordinary private mortgage insurance. The shift of 
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basis to 100 percent of replacement cost without any allowance for 
profit appears to be justified. 

In my detailed remarks I have made a note of a fairly serious mis- 
apprehension regarding the clause which would permit pr ivate 29] 
relocation housing to be placed in the vicinity of communities engaged 
in renewal. The present language of the bill would appear to open 
this program to other people and would set an unfortunate precedent 


which might lead to a local government veto over FHA-insured pri- | 


rate housing construction. If that should be the case, I am afraid 
it would be disastrous for the FHA and private housing programs, 

We strongly endorse the changes proposed in the cooperative hous- 
ing program. These are urgently needed, and particularly those 
changes to enable cooperative housing projects to go into renewal 
areas and use rehabilitated older structures. 

The title dealing with the elderly is the first bold effective measure 
that we have had to really meet the needs of elderly persons. I was 
shocked to see the Administrator’s testimony that the FHA program 
can take care of elderly persons. I suppose the Administrator hasn't 





recently looked at the facts. There are 14 million people in the | 


United States over the age of 65. There are going to be another | 


10 within the next 2 decades, for a total of 24 million. Of these, 
one-third have virtually no income. Surely it will be a, little difficult 
for them to pay rents of $70 or $80 or $90 a month in FHA- insured 
housing for the elderly. 

Another third 

Mr. Barrett. Doctor, may I ask a question? Isn’t it true the 
average income of those on social security is about $60 per month! 

Dr. Wueaton. That is right. But you must remember that a very 
large proportion of the population ‘_have some supplementary re- 
sources. ‘They may be quite modest. I think the average income of 
all aged families is about $1,000 a year. In Philadelphia it is a little 
higher. For men it is as high as $1,800, but for women it is only 
$800. Two-thirds of the aged have incomes of less than $1,200 a 
year, and only a third have incomes of more than that. I would sus- 
pect that until an aged person. or couple, has income of well over 
$2,500 a year, they couldn’t possibly afford to pay the $65, $70, $80, 
$90 rents that will result from FHA-insured housing for the elderly, 
and I suspect that far less than a tenth of all aged are in such fortu:- 
nate circumstances. We do need a housing program for the aged 











which will accommodate the more typical families with incomes | 


around $1,200 to $1,500, and who can afford to pay $40 to $50 a month | 
rent at the most. 

This title is well conceived to achieve those ends. In addition, I 
should point out that because of the large proportion of the aged +d 
are of low income, we should have a supplement: ry author ization for 
public housing for the aged. 

I turn now to the provision with respect to Fannie M: ae. We sup! 
port the par purchase proposals and the proposals for special assist- 
ance loans, and as a temporary device, an extension of Fannie Mae’ 
purchase authorization for low- -priced housing. We believe that the 
latter deserves more careful examination in connection with the 
broader problem of stabilizing the volume of residential construction 
through Federal aids. 
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With respect to the urban renewal program, as most of you know, 
we are strongly supporting a $600-million-a-year authorization for 
grants for a 10-year period. This is a minimum level, pitched to the 
present level of local government applications and spread over a 
period which is reasonably related to the periods required for the 

lanning of renewal programs. ; 

We in Philadelphia are just starting to clear a project, the Eastwick 

roject, one of the largest in the country, which was put into planning 

fore the 1949 act was passed. If communities are going to engage 
in broad-scale renewal, they need time to plan and an assurance that 
funds will be available. ; 

As I have already indicated, the $600-million-a-year authorization 
is the minimum level that would be needed to provide reasonable as- 
surance that we will move in the direction of eventually eliminating 
slum and blighted areas. 

In connection with the renewal program, we want to indicate our 
very strong support of the proposals for early land acquisition, to pre- 
vent rationing, to improve re ‘ation payments, to modestly expand 
nonresidential renewal, to permit public housing without financial 
discrimination, and to provide credit for local public works now dis- 
allowed because they are built for the project as a group. 

We call attention to the provision of H.R. 2385 for an additional 
authorization of $15 million for planning assistance grants which is 
omitted from H.R. 2357 but for which the administration has already 
made asirilar recommendation for $10 million increase. 

In addition, we call attention to the desirability of preserving in the 
bill the incentives for State participation in this program. The intent 
of the Housing Act of 1954 in this respect was to provide incentives 
for the States to establish State planning agencies to help solve the 
problems of planning metropolitan areas. Unless the exception 
clause which is contained in H.R. 2385 is contained in the ultimate 
bill, I fear that this incentive will be lost. 

Others have testified to the urgent need for a college housing pro- 

am of adequate scope. In Philadelphia, the proposals of this legis- 
ation would permit local colleges and universities to meet one-tenth 
of their forecast increase in enrollment in the next. 10 years, so this is 
aminimum program and we strongly support it. 

As I have already indicated, we urge the continuation of the public 
housing program and indeed its enlargement. We believe that the 
remaining units authorized under the Housing Act of 1949 should 
be freed at once, although we recognize that with unsympathetic ad- 
ministration it is unlikely that any large volume will be generated. 

At the same time, we warmly support the several amendments 
designed to reestablish the local autonomy intended under the original 
act. These would permit local control over rents and income limits, 
incentives for public housing to be located in renewal areas, repeal 
the onerous ultimate repayment clause adopted in the 1954 act, per- 
mit residual receipts to be credited to advance amortization, permit 
local agencies to see local audits, and authorize the sale of a few 
units to upper income families. 

I would like to dwell on the sale clause and the scattered housing 
clause later in response to questions, but I believe that these are 
particularly important provisions of the bill. I should note that 
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the scattered housing clause is something that is desired by many 
local authorities who would like to use this type of housing in their 
local housing programs and it does not create any new powers since 
the power already exists, but it merely clarifies the fact that the 
Administrator should develop enabling procedures to fit the existing 
power. 

With respect to the deposit insurance programs of H.R. 2357, 
we recognize the desirability of increases in the maximum amounts 
insured, so as to encourage savings and an additional flow of mort- 
gage loans for housing. We have some reservations regarding the 
magnitude of the proposed increases and we would urge that the 
legislation incorporate a mandate to the Home Loan Bank Board or 
the Directors of the Federal Savings and Loan Insurance Corpora- 
tion to increase the deposit insurance rates so as to assure that when 
these larger amounts are insured by the Federal Government, the 
risk does not threaten the solvency of the insurance fund. 

We support the provision of title [IX with respect to extensions of 
defaults under the FHA. At the same time, we recognize that the 
FHA Commissioner has raised valid objections to one of these, which 
at least merits deferment pending further study. 

H.R. 2357 does not contain a middle income relocation housing 
program. Forty percent of the families relocated by renewal fall 
into this income group, and we strongly urge that a title comparable 
to that of housing for the aged be included in any comprehensive 
housing legislation. 

We simply urge the adoption of a modest program of aid to farm 
housing such as that contained in H.R. 2385. 

None of the pending bills include a provision for a broadly con- 
ceived research program. We spend $300 million a year on research 
for the agricultural population which accounts for less than 20 mil- 
lion people, but we are spending nothing for research in the housing 
area or in the area of the problems of cities where a hundred million 
people live. Research has paid off manyfold in the American econ- 
omy year after year after year, and we strenuously urge that a re- 
search title be included in any general housing legislation. 

In addition, I again want to call your attention to the urgent need 
for a modest appropriation of about a million dollars a year for 5 
years to provide for graduate training of specialists in housing and 
city planning. The acute shortage of trained professional people in 
this field is now a major impediment to the efforts of local communi- 
ties to move forward with urban renewal and housing programs. 

Finally, although this is not a matter properly before this com- 
mittee, we want to urge as we have urged in the past a need for a 
Department of Housing and Urban Development so that the cities of 
this great country, the primary sources of our wealth, the places that 
are occupied by 80 percent of our population, may be represented in 


the Cabinet of the President where it is obvious decisions good or bad 


are being made today. 

Mr. Chairman, I would be glad to answer any questions that the 
committee may have. 

Mr. Rarns. Doctor, your statement, as I said, will be included in 
the record together with all of the attachments. 
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(The statement is as follows:) 


STATEMENT OF WILLIAM L, C. WHEATON, CHAIRMAN OF THE BOARD OF DIRECTORS, 
NATIONAL HOUSING CONFERENCE 


Mr. Chairman and members of the committee, the National Housing Confer- 
ence is honored to appear today on housing legislation as it has for many years. 
As the chairman knows, the conference is broadly representative of the citizen, 
labor, religious, welfare, and veterans organizations which are concerned with 
housing. Our objective has always been the development of housing programs 
which would meet the needs of all American citizens. 

The committee has before it H.R. 2357, H.R. 2385, the administration bill, and 
other measures. ‘The first two of these measures propose a systematic program 
of improvements and extensions in Federal housing legislation. The adminis- 
tration bill in many respects proposes the opposite. Before discussing the de- 
tails of any of these bills or our specific recommendations, it would be desirable 
to review the broad objectives of national housing policy adopted by the Congress 
in the Housing Act of 1949. 

That policy proposed that the Nation should work as rapidly as possible to- 
ward the provision of a decent home in a suitable living environment for every 
American family. To carry out that policy, it was agreed that Federal housing 
aids should seek to encourage a high stable volume of private residential building 
including both sales and rental housing, and that these aids to business should 
be supplemented with programs of slum clearance and redevelopment, public 
housing, and research which would meet needs not served by private business. 
In 1954, the Congress reaffirmed and extended this system of aids in accordance 
with the recommendations of the President’s Advisory Committee on Policy and 
Programs. 

The housing program offered by the administration in its proposed bill, in 
the budget message, and in the Economic Report is a clear-cut repudiation of the 
housing policies adopted by the Congress and earlier approved by this adminis- 
tration in 1954. In fact, 4 out of 6 programs originally proposed in the Wagner- 
Ellender-Taft legislation are now inoperative, and the administration proposes 
a 50 percent cutback in the fifth of these programs; a cutback which is clearly a 
prelude to its attenuation and ultimate demise. Further, the administration 
has in practice repudiated the notion of a high stabilized volume of residential 
construction approved by the Congress, and has substituted the philosophy that 
the housing industry should be used as a balance wheel in the economy; one to 
be turned off and on as fluctuations in other industries dictate. 

It now uses a hoped for prosperity which does not exist as an excuse for in- 
stalling a wholly new housing philosophy intended to assure that Federal hous- 
ing aids shall be provided only for those who need aid at least, and that aids to 
families whose needs cannot be served by private industry shall be eliminated or 
reduced. I would like briefly to review these measures and their import for na- 
tional housing policy. 

The urban renewal program authorized by the Housing Act of 1949 and en- 
dorsed by the administration in 1954 has finally attained a reasonable degree of 
momentum. Local governments have finally developed the organization, staff, 
and procedures for a broad scale renewal program. Nearly 400 cities and towns 
are now engaged in the program. Over 120,000 substandard units will be cleared 
by projects now in planning or development. Cities last year applied for assist- 
ance on projects involving over $600 million in Federal grants. At this point, 
the administration proposes to eliminate half of these projects, and to cut back 
urban renewal programs to a level of $250 million a year. No justification is 
offered for this limitation on the program. Indeed, no justification is possible. 
According to the census, there are still 13 million occupied substandard dwelling 
units in the country. Hundreds of cities and towns are developing programs 
for their eventual elimination. The enthusiasm and interest which has been 
built up so painfully and slowly is now jeopardized by proposed limitations 
which would insure that slums would continue to grow rather than to be 
eliminated. 

There is every indication that the rate of deterioration of our housing stock 
currently exceeds the rate of clearance. The administration’s program would 
have the effect of perpetuating this situation. Indeed, the Commissioner’s esti- 
hates that approximately 30,000 substandard dwelling units will be cleared in 
each of the 3 current years by urban renewal programs may be an indication of 
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a national policy which would assure that present slums would not be cleared 
for 200 or 300 years. As opposed to this, it is clear that the more vigorous 
programs which American cities are now prepared to embark upon, with Federal 
aid, should be steadily enlarged so that there will be an assurance that within 
the next 25 or 30 years the job can be done. 

The public housing program which was originally conceived as an essential 
part of the slum clearance is now more necessary than ever before. In addition 
to those families displaced by urban renewal, a vast highway program, other 
programs of Government construction, and widespread programs of rehabilita- 
tion and code enforcement create needs for the rehousing of low-income dis- 
placed families. The only means available for accommodating these families in 
a humane way is through public housing. The administration estimates dis- 
placement at 100,000 families per year, of whom 40 percent will be eligible for 
low-rent public housing. A renewal program of adequate scope would at least 
double this requirement. Thus, at a time when needs are expanding and should 
expand further, the administration proposes that public housing should be 
wholly eliminated. I note that no justification has been offered for this elim- 
ination, other than budgetary and political expediency. 

A similar fate has befallen efforts to stimulate the construction of private 
housing at moderate rents. FHA insured rental housing construction has fallen 
to less than half of former levels. The yield insurance proposals of the Wag- 
ner-Ellender-Taft bill have never been activated. After 4 years, the so-called 
private relocation provisions of section 221 have resulted in a handful of projects 
inadequate to meet the needs of any single metropolitan area. To serve these 
needs it is proposed that interest rates be raised. 

Even in the private sales housing field, the administration’s program appears 
to be inadequate. Total residential construction is still far below levels of 1950 
and still further below the levels needed to provide an effective housing market 
for the higher income families who can afford new housing. In addition, the 
effect of recent monetary policy has been to cause the most violent fluctuations 
in the volume of FHA insured and VA guaranteed mortgage lending, thus vir- 
tually eliminating the possibility for a high and stable volume of new resi- 
dential construction. 

The farm housing program authorized by the Housing Act of 1949 is at a 
virtual standstill. According to the budget message, the direct loan programs of 
the Farmers Home Administration which have been at an exceedingly low level 
are to be eliminated entirely, and other programs are to be curtailed or in- 
creased in cost to the farmer. 

Finally, the Housing Act of 1949 authorized a broad-scale program of research 
which it was hoped would increase our understanding of urban deterioration 
and growth problems and enhance the ability of the homebuilding industry to 
widen its markets through economic and technical research. This program has 
been eliminated despite the abundant demonstrations of recent vears that, dollar 
for dollar, investments in research are considerably more valuable than any other 
kind of Government expenditure. The President’s Economic Report urges vigor- 
ous programs of research as an essential means of expanding the economy. The 
administration’s housing program recommends nothing pursuant to this ad- 
monition. 

In our opinion, the administration’s program is an invitation to economic 
stagnation in housing. We believe that a vigorous and forward-looking program 
is essential to the eventual elimination of slums and blight from American cities. 

Our cities now contain approximately 80 percent of the population of the 
United States. More than this proportion of our wealth and productivity are 
concentrated in urban and suburban places. The Census Bureau estimates that 
our national population will grow by 80 to 100 million people during the next 20 
years. Virtually all of this growth will occur in urban areas. We know, and the 
President’s economic report recognizes, that to accommodate this population we 
will require an expanding economy. We know, and the President’s budget mes- 
sage recognizes, that roughly $3 in public investments are required to support each 
$7 in private investment to provide streets, sewers, and water facilities, parks, 
schools, and the other community facilities needed to support economie growth. 
We do not accept the premise of the administration’s proposals that State and 
local investment in these fields is a sustaining force in the national economy that 
promotes growth and may be properly called investment, while Federal expendi- 
tures in the same or similar fields are inflationary and wasteful expenditures. 
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Indeed, we believe that it is more essential now than ever before that the Fed- 
eral Government assume its proper share of these investment requirements so 
necessary to the national economy. 


LEGISLATIVE PROPOSALS 


Fortunately, the committee has before it two excellent, forward-looking pro- 
posals as bases for its deliberations. I append to this statement a statement of 
the particular sections in these bills which we believe could be improved in some 
degree. We nevertheless wish to express our general concurrence with these 
proposals and our general approval and endorsement of them. 

H.R. 2357 proposes a broad program of aids to private housing, housing for 
the elderly, secondary credit, urban renewal, college housing, low-rent public 
housing, housing for the armed services, and mortgage credit institutions. We 
believe that the improvements in the programs of FHA mortgage insurance out- 
lined by this bill are in general helpful and, except as noted, we support them. 
We are concerned that the extension of mortgage credit terms to 35 years gener- 
ally, particularly for higher priced homes, may threaten the solvency of the FHA 
insurance fund at a time when consideration is being given to a reduction or 
modification in the insurance premium. Similarly, we feel that excessive in- 
creases in the maximum mortgage insurance amounts may tend to divert con- 
struction more and more into higher priced homes where lower priced homes 
are needed. We feel that the section 220 and 221 mortgage insurance programs, 
because Of their importance in the urban renewal effort, deserve special con- 
sideration in mortgage ratios which will make these programs more effective. 
We endorse the proposals for modifications in the systems of rental housing 
insurance and cooperative housing insurance, both of which are urgently needed 
in support of renewal efforts. 

The proposed system of aids for housing of elderly persons in H.R. 2357 is a 
major advance in the Federal housing programs. The number of aged persons 
is expanding rapidly. Indeed, the Census estimates that the number of persons 
over 64 will increase by 10 million during the next 2 decades. There are now 
more than 14 million people in this age group. One-third of this number have 
almost no income. Another third have incomes of less than $1,200 a year. 
Thus, two-thirds of these families have incomes so low that they cannot afford 
to pay rents of $60 to $100 a month required in new private housing, however 
advantageous the financing. Many of these families require the financial assist- 
ance of a public low-rent housing program if they are to be decently housed. We 
urge that in addition to any general public housing program there be a special 
authorization of at least 50,000 units a year for public low-rent housing for the 
aged. 

An even larger number of aged couples and persons can afford to pay a modest 
rent, but not sufficient to pay ordinary private rentals. The program proposed 
of low-interest rate, long-amortization-period loans is ideally suited to meet these 
needs. It should make possible the development of private nonprofit housing for 
aged persons and couples at rents that they can afford. 

The Federal National Mortgage Association program has been one of the 
most unstable in recent years. We endorse the provisions for par purchase, 
for the inclusion of special support funds for cooperative housing, and for limi- 
tations on commitment fees contained in H.R. 2357. We believe that an in- 
crease in support funds for lower priced FHA and GI mortgages is desirable 
and should be considered in connection with a systematic review of the steps 
needed to stabilize the volume of construction at a high level under these pro- 
grams. 

As I have already indicated, the urban renewal program is now beginning to 
gain the size and momentum needed to eliminate slums and blight within a 
reasonable time. It is essential that this program be expanded to at least 
$600 million a year with authority for discretionary expansion above this level 
in the hands of the President. We fear that any lesser authorization will be 
interpreted by American communities as indicating that the Congress does not 
intend the eventual reconstruction of blighted areas to meet the needs of a 
rapidly growing economy. For this reason, we urge a program of $600 million 
a year. ; 

There is also universal agreement that a longrun authorization is required. 
The period from initial planning to execution in urban renewal is often 5 years 
and not infrequently nearly 10. Our cities need assurance that they can plan 
over the long periods. For this reason, we urge a 10-year authorization. We 
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call attention to the fact that because of the long planning and development 
period authorizations now will have substantially no effect on budgets in the 
next 2 years. 

In addition to these major features, a number of minor features deserve 
mention. The provisions for early land acquisition, to prevent arbitrary ra- 
tioning of grant funds to authorize communitywide renewal planning on gq 
matching grant basis, to improve relocation payments, permit the location of 
low-rent housing in renewal areas, to expand nonresidential renewal projects, 
and to allow credit for public improvements budgeted in advance of actual 
clearance are highly desirable and have the universal support of local agencies, 
We support the needed expansion in the program of local planning assistance 
grants, but we call attention to the need for a proviso which will encourage 
State planning agencies to continue and enlarge their efforts to encourage 
metropolitan planning in connection with this program. 

The college housing proposals of title V are desperately needed to enable 
public and private colleges and universities to expand to accommodate the 
doubled enrollment which they face in the next few years. This program has 
been uniquely valuable in enabling colleges and universities to meet the most 
urgent needs while broader measures are being discussed. We urge its con- 
tination and expansion as proposed. 

As I have already indicated, the public housing program is indispensable 
to the successful prosecution of the urban renewal program. The vastly ex- 
panded highway program is now beginning to make its impact felt as are other 
programs of public works, code enforcement, and the like. We strongly urge 
that the Congress authorize the construction of the remaining units provided 
in the Housing Act of 1949. In effect, this would authorize 190,000 units. We 
recognize that until drastic changes are made in this program and its ad- 
ministration is placed in sympathetic hands, local communities will be unable 
to build more than a few thousand units a year. As I have already indicated, 
we believe that it would be desirable in addition to authorize a substantial 
number of low-rent units for the aged in conjunction with any public housing 
program. 

In addition to the major gestion of continuing the public low-rent housing 
program, both bills propose that this program be freed of excessively detailed 
and negative supervision which has brought it virtually to a standstill. The 
program should be returned to the control of local housing authorities, as the 
Congress explicitly instructed in the Housing Act of 1949. This would re 
quire proposed amendments to give local authorities control over rents and 
income limits within statutory ceilings, to permit low-rent projects to be 
placed in urban renewal areas free of the present discriminations in cost to 
local governments, to eliminate restrictive amendments regarding the eventual 
repayment of loans, to permit residual receipts to be paid for advanced amorti- 
zation of indebtedness under fixed annual contributions, and to permit optional 
local auditing procedures. The GAO postaudit authority, of course, would 
remain undisturbed. In addition, we believe that local authorities should be 
authorized to sell units to families whose income has risen beyond the usual 
low-rent category where local agencies believe that such a policy would con- 
tribute to the solution of social problems. Obviously, this will not lead to any 
widespread change of purpose in programs under the control of responsible 
local agencies. At the same time, there is abundant evidence that it would 
help to achieve some of the major social objectives that the Congress intended 
in this program. 

Finally, we note that the Administration concedes that local authorities can 
build smaller projects on scattered sites and that this may be a desirable pro- 
cedure in some communities. At the present time, however, the procedures 
adopted by the Administration substantially prevent local authorities from fol- 
lowing such a policy. We believe that the Congress should instruct the Adminis- 
tration to eliminate these discriminations so that present law may provide local 
authorities with the autonomy intended in this regard. Again, we stress that the 
purpose here is to provide local governments with an opportunity to do what they 
conceive to be of best service to their local communities and to reduce Federal 
control and supervision. 

We recognize that some changes are needed in the program of mortgage insur- 
ance for armed services housing. At the same time, we believe it an anachro- 
nism that members of the military services should be required to pay higher 
rents than are necessary in order that private builders can build housing ac 
commodations on Federal military installations. 
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The amendments to the deposit insurance program of the Federal Savings and 
Loan Insurance Corporation deserve careful study. We believe that care should 
be taken that the amounts insured do not exceed those insured on deposits in 
other types of savings institutions and that the insurance premiums should be set 
at rates which cover the increased protection. There is a real danger in this 
and other insurance programs that special interests will secure benefits which 
cannot be supported by the insurance fund and that this will result in the future 
in a discrediting of these programs. While stating these precautions, we wish 
also to endorse the enlargement of the maximum amounts insured as a means 
for stimulating the increased flow of fiduciary funds into residential mortgages. 

Similar problems are raised by title IX of H.R. 2357. We support the pro- 
vision relating to defaulted mortgages. On the other hand, we question whether 
the proposal for the acquisition of mortgages to avoid foreclosure is in the long 
run in the interest of the program. If private lenders take substantially no risk, 
lend only when the FHA tells them to do so, and turn the loans back to the FHA 
upon default, the program has become one involving so little private responsibil- 
ity and such complete Government risk-taking, as to raise questions concerning 
its validity. Why should a mortgagor pay 2 or 2% above the Government rate 
for borrowing for mortgage servicing activities which commonly sell for one- 
half of 1 percent? 

H.R. 2357 does not contain a title dealing effectively with the needs of middle 
income families relocated as a result of renewal, highway, and other Govern- 
ment programs. It is beyond dispute that the section 221 program for private 
relocation housing can handle only a tiny fraction, perhaps at best 2 or 3 per- 
cent, of the families displaced. Even a substantially expanded public housing 
program will prove to be quantitatively insufficient to meet most needs. We 
therefore urge a program of relocation housing utilizing the basic principles in- 
volved in the college housing program and the proposed program of housing for 
the elderly. We believe that it can readily be demonstrated that such a program 
would produce housing at rents of $20 to $380 below those available in other 
existing programs and thus permit effective relocation housing under private 
nonprofit sponsorship. 

We also call attention to the need for more active prosecution of housing for 
low-income workers. Evidently, the Administration is not anxious to pursue this 
housing program with vigor, despite the continuation and growth of farm hous- 
ing needs. We recommend a consideration of the proposals contained in title 
VIII of H.R. 2385 as being suitable to meet these needs. 

None of the pending bills contains provisions for the reestablishment of a 
broadly conceived housing research program. The Department of Agriculture 
serving less than 20 million persons, annually spends nearly $300 million for 
research. As a result of such broadly conceived research by the Agriculture 
Department over the last half century agricultural productivity has been 
doubled and redoubled. We are confident that a research program would in 
the long run contribute enormously to the development of better housing pro- 
grams, to the improvement of productivity in homebuilding, and to the solu- 
tion of major problems of urban growth and development. If we can afford 
to spend $300 million for agricultural research, surely we should be able to 
spend a few million a year on research of benefit to the urban population five 
times as great. There is also a pressing need for a small program of fellow- 
ships and scholarships for graduate studies in city planning and housing to 
enable professional training in these fields to be expanded to meet the acute 
personnel shortages facing American communities. 

In conclusion, may we indicate again our warm support for the major pro- 
posals of H.R. 2357 and H.R 2385. The detailed analysis which follows indicates 
where we would urge specific changes to take advantage of the best features 
of both of these bills. In addition, we wish to express our appreciation of the 
vigorous leadership of the chairman of this subcommittee, whose work is a 
source of encouragement to all who are concerned with national housing policy. 


SUPPLEMENTAL STATEMENT OF Dr. WILLIAM LL. C. WHEATON, CHAIRMAN OF THE 
BOARD, THE NATIONAL HOUSING CONFERENCE 


PROPOSED CHANGES IN H.R. 2357 


Section 102(b).—This section would extend maximum amortization periods 
on FHA mortgages from the present 30 years to 35 years. We believe that it 
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can be demonstrated that such amortization periods are extraordinarily risky. 
Indeed, under conditions of price stability, they could lead to widespread de- 
faults during the period of the 5th to the 15th year of such mortgages. For 
these reasons, we recommend that this provision be deleted and that such 
amortization periods be restricted to the most unusual cases of public need, 
rather than be extended to mortgage insurance generally. 

Section 102(c)—This section would permit the reduction of the FHA mort- 
gage insurance premium to one-fourth of 1 percent. While there is some 
evidence that it may be economically feasible to reduce the mortgage insurance 
premium, it appears that it may also be advantageous to permit the premium to 
be paid as a lump-sum payment at the time the mortgage is insured. Pending 
clarification of the advantages and disadvantages of this method of payment 
we would defer adoption of a mortgage insurance premium reduction. 

Section 109—This section makes improvements in the maximum mortgage 
amounts and mortgage ratios for section 220, “Housing in Urban Renewal 
Areas.” We believe that the provisions of the section will not be as effective 
as those provided by section 111(4) of H.R. 2385 which would permit such 
mortgages to be insured at 100 percent of construction cost minus all profit 
allowances. 

Section 110—This section is intended to permit the construction of section 
221, “Relocation Housing,” in communities which adjoin communities engaged 
in urban renewal programs. The language as proposed would appear to permit 
the inhabitants of such adjoining communities to occupy such 221 housing: 
It is clearly the purpose of the provision to restrict such occupancy to families 
displaced by renewal projects who, by definition, cannot be residents of such 
adjoining communities. 

In addition, the language of this section would require the permission of the 
adjoining community for the construction of any such FHA insured housing 
project. We believe that this is a highly dangerous provision which would 
admit the principle that local governments may deny private builders permission 
to build private FHA insured housing within their jurisdictions. If this provi- 
sion is acceptable with respect to FHA section 221 mortgages, which are in all 
respects quite similar to other FHA insured projects, we see no barrier to the 
extension of the principle to all FHA insured housing. If that should be the 
case, a very large part of the FHA mortgage insurance program would be ter- 
minated at an early date by action of suburban governments desiring to exclude 
all middle-priced development housing. We regard this danger as so serious 
that we would prefer to see the entire section regarding environs deleted, rather 
than to see such a principle established. We urge the adoption of a section con- 
taining language clearly expressing the intended purpose. Section 112(a) of 
H.R. 2385 seems to meet these needs. 

Section 111.—This increases maximum mortgage ceiling on section 221 housing. 
The Commissioner has testified in the Senate that it is unnecessary and un- 
desirable to change the ceiling for normal cost areas. We concur in this recom- 
mendation. It is necessary only to change the high cost area maximum, leaving 
to administrative discretion the range between the normal ceiling and the 
high-cost ceiling. 

This same section places the maximum mortgage ratio for nonprofit 221 rental 
housing at 90 percent of replacement cost. We believe that this section will be 
ineffective unless the language is changed to permit such housing to be built 
at 100 percent of replacement cost, not including any allowance for profit or 
overhead. This formula would admirably suit the purposes of nonprofit rental 
housing corporations. Appropriate language is contained in section 112(a) of 
H.R. 2385, which we would support. 

Section 403—This section authorizes annual increases in capital grants for 
urban renewal of $500 million per year for the next 2 years with an additional 
authorization of $100 million vested in the discretion of the President. We 
strongly urge the comparable provision (sec. 304) of H.R. 2385 which would 
authorize annual capital grants of $600 million per year for a 10-year period 
with a discretionary increase of $150 million per year vested in the President. 

Current applications from local communities for urban renewal assistance 
exceed $600 million per year. Any level below this will result in a curtailment 
of local renewal activity desired by local government agencies. In addition, we 


note that the planning time in urban renewal projects runs from 3 to as long as , 


10 years, thus, a long-range authorization is essential to long-term renewal 
planning. 
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Section 413—This section extends the program of urban planning grants au- 
thorized under section 701 of the Housing Act of 1954. The section fails to 
authorize an increase in the appropriations for this purpose from the present 
$10 million to approximately $25 million which would be necessary to continue 
this program. The present authorization is almost completely exhausted. 

In addition, subsections 1 and 3 of section 315 would extend direct Federal 
grants to smaller cities. This would remove the incentive now contained in the 
act for the establishment of State planning agencies as administering bodies for 
these grants to smaller communities. In order to continue this incentive, we 
urge the inclusion in this section of a clause which would enable properly con- 
stituted State planning agencies to intervene in the grant procedure where such 
grants would impair the development of a needed metropolitan planning agency. 
Section 315 of H.R. 2385, which is otherwise identical to section 413 of H.R. 
2357, contains appropriate language meeting both of the above requirements 
with respect to the 701 planning grant program. 

Section 606.—This section authorizes the continuation of the public housing 
program at a rate of 35,000 units per year. We strongly urge the adoption of 
the language contained in section 406(a) of H.R. 2385, which would authorize 
the remaining units under the Housing Act of 1949 to be constructed. In addi- 
tion, We urge an additional authorization of dwelling units for the aged. 

Evisting dwellings.—H.R. 2357 omits any provision dealing with the use of 
existing housing in public housing programs. This involves no additional pow- 
ers, since the PHA Commissioner has held that such authority now exists and 
has indicated his willingness to approve projects of this type. However, de- 
spite the existence of authority to use existing units in the public housing pro- 
gram, the Commissioner has traditionally opposed use of such authority. Sec- 
tion 403 of H.R. 2385 contains language which would require the Administrator 
to establish effective procedures to permit local housing authorities to use exist- 
ing housing, where they desire to do so. The change is one facilitating pro- 
cedures under existing powers and does not involve any new powers. We 
strongly urge the inclusion of this section. 

Sale or rent of units—Similarly, H.R. 2357 omits any authorization for the 
sale or rental of public-housing units to families whose incomes have risen 
beyond the normal occupancy limits, and who desire to remain in public housing 
or are unable to find decent suitable accommodations. Local authorities have 
reached widespread agreement that this authority would enable low-rent projects 
to retain a few families who would provide leadership and stability in the low- 
rent community and therefore would be of considerable assistance in achieving 
the purposes of the program. In addition, local authorities almost universally 
recognize that it is heartless and socially destructive to compel higher income 
families to leave public housing projects when such a departure requires their 
return to slum areas. Section 407 of H.R. 2385 contains language which would 
authorize the sale of low-rent units to individuals or cooperatives and permit 
continued occupancy at economic rents. This would be at the discretion of local 
housing authorities and subject to reasonable limitations. It should be stressed 
that this is not an attempt to impose any Federal policy upon local housing 
authorities, but merely to give them a discretionary freedom to act in situations 
where they believe that modifications in present policy are desirable to achieve 
the goals of the low-rent housing program. 

Section 802.—This section would authorize increases in the maximum insured 
amounts in savings and loan associations whose share accounts are insured by 
the Federal Savings and Loan Insurance Corporation. .While recognizing the 
desirability of such increases, we urge that these increases be deferred pending 
a careful study of the effects of such increases upon the insurance funds and the 
required insurance premiums. Pending such a study, we would urge a modest 
increase in the maximum insured account. As an alternative, it may be desir- 
able to require the insurance corporation to charge an additional insurance 
premium for deposits exceeding $10,000 in sufficient amount to insure the in- 
tegrity of the insurance fund. 

Default remedies.—Section 902 would authorize the Federal Housing Com- 
missioner to substitute debentures for mortgages in the event of a threatened 
default. A comparable section is contained in H.R, 2385. The FHA Commis- 
sioner has raised objections to this provision which we believe deserve careful 
consideration. We would accordingly recommend that the provision be elim- 
inated pending further study. Section 1001 contains a similar provision dealing 
with FHA disposition of acquired properties. For the same reason, we recom- 
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mend that consideration of this provision be deferred pending further considera- 
tion of its effect upon FHA mortgage insurance funds and disposition activities, 

Farm housing.—H.R. 2385 contains a title VIII dealing with farm housing 
not contained in H.R. 2357. We urge serious consideration of this title which 
would provide for a reactivation of the Department of Agriculture program of 
loans and mortgage guarantees for our low-income families. The principles are 
basically similar to those involved in the Housing Act of 1949, and would permit 
both direct loans and Federal guarantee of privately made loans. The provisions 
would extend eligibility for such loans to housing for tenant farmers, migrant 
farmworkers, and others. It would further modify the definition of “farm” to 
include the families most in need of housing assistance. 

Research and training.—Neither bill contains a provision for housing research. 
We strongly urge the authorization of a program of housing research in the 
amount of at least $5 million a year from appropriated funds. We also urge 
that the Housing and Home Finance Administrator be authorized to use up to 
1 percent of the insurance reserves in any insurance fund of the Federal Housing 
Administration or the Federal Home Loan Bank Board, or the Federal Savings 
and Loan Insurance Corporation and any authorization for grants under the 
Housing Act of 1937, or for grants under title I of the Housing Act of 1949 for 
research purposes. The amount of such use of grant funds or insurance reserve 
funds should be reported to the Congress annually, together with a report on 
research activities under such use of funds. 

As a part of any research program, we also urge the authorization of an ap- 
propriation of $1 million per year for a 5-year period for graduate training in 
housing and city planning. Such a scholarship program should be administered 
through the National Research Council or the HHFA. 

Relocation housing for middle-income families.—Both bills also omit specific 
proposals to permit the rehousing of middle-income families displaced by urban 
renewal, highway, and other governmental programs. We urge the adoption 
of a new loan program for these purposes using powers Similar to those contained 
in title II of H.R. 2357. For these purposes, an authorization of $100 million 
would be sufficient to get the program underway, pending a more precise defi- 
nition of the required volume of activity. As in the case of the title II program, 
loans should be limited to nonprofit corporations and should be available solely 
for the housing of families of middle income displaced by renewal and other 
governmental programs. 





REPLY BY NATIONAL HousSING CONFERENCE TO STATEMENT OF THE COMMISSIONER 
OF THE PUBLIC HOUSING ADMINISTRATION 


The statement made by the Commissioner of the Public Housing Administra- 
tion before the House Banking and Currency Committee on January 28, 1959, 
was a clear and unequivocable announcement that the Eisenhower administra- 
tion would, if it were able, sound the death knell of the entire public-housing 
program. Not only did the administration refuse to ask for any additional 
dwelling units, but also opposed, in somewhat more bitter language than last 
year, the many amendments which have been proposed for bettering the operation 
of the projects now owned by local housing authorities. These amendments 
are contained in H.R. 2357, introduced by Chairman Rains, and H.R. 23885, in- 
troduced by Congressman Bowles. 


Opposition of the administration to any extension of the low-rent program 

During the last year the PHA Commissioner in talking with groups of local 
housing commissioners repeatedly told them that he is a firm believer in the 
public-housing program and is convinced that it should be extended, especially 
to meet relocation needs. He has announced that he would fight for such an 
extension to the bitter end. Evidently the bitter end has now arrived because 
the PHA Commissioner in his testimony quoted the President as saying, “I shall 
not ask for authorization for any additional units.” 

But the administration has gone even further and refused to ask for any ex- 
tension of time to contract for the 70,000 units which were authorized by the 
Congress in 1956. The first half of this authorization, covering 35,000 units, after 
being available for a 2-year period, expired last July. At its expiration, au- 


thorization for 10,200 units died because the dilatory and obstructive tactics of | 


the PHA had resulted in contracts for only 24,800 units in the 2-year period. The 
second increment of 35,000 units has already been available for nearly 19 months, 
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put only 5,500 units have so far been put under contract and it is obvious that 
a substantial part of the second authorization will go unused. It is almost in- 
comprehensible that the administration would not at least have asked for an 
extension of time in which to use these authorizations which have lapsed or are 
about to lapse. 3 

The National Housing Conference emphatically protests the reactionary policy 
of the administration in proposing to kill the low rent program. It is an ad- 
mitted fact that of the millions of families now living in the slums a large pro- 
portion do not have sufficient income to afford the price of rents which private 
enterprise must of necessity charge for decent housing in today’s market. 
Either we condemn these families to perpetual life in the slums or we continue 
the public housiug program. 

The necessity for public housing was clearly recognized by the Congress when, 
under the bipartisan support of Senators Robert Wagner and Robert Taft, the 
low rent program was given a new charter in 1949. At that time Senator Taft 
stated that in his opinion public housing should continue to be built in an 
amount approximately equal to 10 percent of total residential construction. 
The need for low rent housing has not materially decreased since that time and 
enlightened public policy demands that the low rent housing program be con- 
tinued and expanded. 

In moving to kill any further extension of the low rent program, the adminis- 
tration apparently does not understand that it is by this action placing an almost 
,impossible roadblock in the way of the urban renewal program. The HHFA 
Administrator last year testified that nearly half of the families to be displaced 
by urban renewal will have incomes so low as to make them eligible for low rent 
public housing. Unless an adequate program of public housing is continued 
there will be no way of relocating a large proportion of these families and the 
urban renewal program will inevitably grind to a halt. 


Opposition Of administration to any increase in responsibility of local authorities 


The various proposals which have been advanced for improving the operation 
of existing projects through giving increased responsibility to local authorities 
have met with vigorous objections from the PHA.Commissioner. These objec- 
tions are even more obstructive and emphatic than those raised last year to 
similar proposals. 

These objections apparently stem from an almost complete distrust of local 
housing authorities. The PHA seems to assume that if the local agencies are 
given prime responsibility for the operation of their own projects they will pro- 
ceed to pervert the clear objectives of the low-rent program in violation both 
of Federal and State statutes. It seems to assume that a Federal agency can, 
over a 40-year period, effectively supervise all the details of the operation of 
projects owned by over 800 local authorities scattered over the length and 
breadth of the Nation, and that only a Federal agency can be trusted to set 
appropriate income limits and rents and assure honest and economical operation. 

Local housing authorities have been created by State and local laws as respon- 
sible agencies of local government. Their activities are directed by nonpaid 
housing commissioners, appointed by the mayors of their cities. The commis- 
sioners are in almost every case leading citizens representing all elements of 
local public life. They are in direct contact with local conditions and in a far 
better position to make decisions as to rents, income limits, and operating 
expenses than a centralized Federal agency, especially an agency which has so 
clearly demonstrated its lack of sympathy with the program. The local authori- 
ties are under continuing local pressure to avoid competition with private enter- 
prise and to serve low-income families in need of public housing. 

Irrefutable evidence has been advanced in recent years indicating that a major 
cause of the present stalemate in public housing has been the over-federalization 
of the program. Judgments of Federal officials have been substituted in their 
entirety for those of the local community. There is a growing resentment on the 
part of local commissioners to serve as mere rubber stamps for the PHA, and it is 
becoming increasingly difficult to obtain high caliber community leaders to carry 
responsibility for a program that is now almost totally dominated by the PHA. 

It is the purpose of both H.R. 2357 and H.R. 2385 to make the low-rent pro- 
gram work by restoring to the local housing authorities their appropriate respon- 
sibility for local decisions in the day-to-day operation of their projects. But in 
recognizing local responsibility neither of these bills relinquish any of the Fed- 
eral controls or sanctions which may prove necessary to assure compliance with 
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the terms of the act and to prevent fraud or gross waste and extravagance by 
the local housing authorities. ‘ 
It is safe to say that the point has now been reached where there either will 
be true local responsibility for the low rent program, or where there will be no 
program at all. 
The detailed allegations of the PHA Commissioner are answered below in the 
order in which they occur in his testimony. 


Use of urban renewal sites for low-rent housing (secs. 406 and 604 of H.R. 2357, 
and secs, 308 and 404 of H.R. 2385) 

The sole purpose of these provisions is to eliminate the duplicating subsidy 
which has prevented the use of urban renewal sites for public housing. Under 
the present statute when public housing is located outside of such an area, tax 
exemption is the only local subsidy required, but if located within such an area 
the locality is required not only to give tax exemption but also to provide one 
third of the writedown in land costs. The elimination of this duplicating sub- 
sidy would facilitate the location of public housing on urban renewal sites which 
are often the most appropriate locations for the rehousing of displaced families 
of low income. Such a use will serve to keep these families in the neighborhoods 
to which they are accustomed and which are convenient to their places of em- 
ployment. By separating the costs of slum clearance from specific housing costs 
local communities will be helped to avoid the development of highrise projects 
of excessive density which have been resorted to in the past to hold down per 
unit land costs. The proper redevelopment of slum areas will be greatly facili- 
tated by the adoption of this amendment. 

It is wholly erroneous for the PHA Commissioner to contend that the new pro- 
posals would eliminate the local contribution since low rent projects located 
within urban renewal areas will receive a very substantial local contribution in 
the form of tax exemption. 

Nor is it true that the Federal Government will make a triple contribution to 
low rent projects on urban renewal sites since its contributions will be exactly 
the same as if the projects were located outside such sites. In the latter cases 
the entire writedown of site cost to its value inuse is born by the Federal Goy- 
ernment through the payment of annual contributions, while in the former case 
exactly the same amount is paid by the Federal Government in the form of an 
urban renewal grant. 

The new proposal will be of very great value both to the urban renewal and 
low rent housing program and the National Housing Conference strongly urges 
its adoption. 

(See app. A for a more detailed statement on the use of urban renewal sites 
for low-rent housing.) 


Statement of policy (sec. 601 of H.R. 2357 and sec. 401 of H.R. 2385) 


The comments of the PHA Commissioner in denying that local housing au- 
thorities should be given any further responsibility has been answered in our 
general introductory statement in connection with the operation of projects. 

The PHA Commissioner further claims that the new proposed policy state- 
ment would authorize local housing authorities to include full-fledged local wel- 
fare programs as a part of their low-rent housing programs. Such a claim 
is not in accordance with the specific wording of the new statement, which 
merely authorizes the provision of such social and recreational guidance as is 
necessary in assisting families to become good tenants and, citizens of the 
larger communities. It is the intention of this provision to permit local housing 
management to give guidance to tenants in adjusting themselves to their new 
environment and to authorize limited staff assistance in identifying problem 
situations and referring them to appropriate local welfare agencies. 

The importance of this provision for limited guidance is emphasized by the 
fact that public housing, in serving families in the low income group, numbers 
among its tenants broken families, families whose community ties have been 
disrupted by displacement, and underprivileged groups of all kinds. By their 
very nature such families are all too often faced with grave social problems 
and need some guidance in discovering the assistance which can be provided 
by local welfare agencies. 

The cost of such a minimum program of guidance will be returned many 
times over in savings in maintenance and other projects operating costs made 
possible by enlisting the cooperation and interest of tenants. 
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For many years the local housing authorities have asked for authorization 
to conduct such a limited program of guidance, but have invariably been met 
by the dogmatic insistence of the PHA Commissioner that his primary duty 
is to provide only shelter. Despite the fact that the Commissioner has called 
attention to the existence of a PHA circular of May 3, 1957 on this subject, the 
local authorities have had continuing difficulties in this connection. The NHC 
therefore urges that the new policy statement on this subject be incorporated 
in the basic statute. 


Central administrative office facilities (sec. 602 of H.R. 2357 and sec. 410 of 
H.R. 2385) 

The Housing Act of 1957 contains provisions to facilitate the occupancy of 
office facilities provided by a local housing authority for both low rent housing 
and urban renewal operations, and provides for an appropriate sharing of 
expenses. This provision has proved of real value in several cases and has 
promoted worthwhile economies. It is now proposed to extend this to cover 
eases where the housing agency and the urban renewal agency are separate 
legal entities. 

The PHA Commissioner opposes this useful amendment on the grounds that 
low rent housing operates over a 40-year period while urban renewal projects 
are completed in a very much shorter period. He appears to overlook the 
fact that the slum conditions in a typical city will not be cleared up by one 
renewal project, but that urban renewal will of necessity be a process con- 
tinuing over a long period of years. 

The Commissioner not only opposes the present amendments but goes so far 
as to urge the repeal of the 1957 provisions as well. The NHC believes that 
his objections should be overridden, and that the present provisions should be 
amended and continued. 


Local responsibility for income limits and rents (sec. 603 of H.R. 2357 and 
sec, 402 of H.R. 2385) 

Both H.R. 2357 and H.R. 2385 leave the setting of income limits to the local 
housing authorities, but fix a statutory ceiling which may not be exceeded. 
This ceiling provides that no family shall be eligible for admission whose net 
income, less exemptions, exceeds 5 times the lowest rental, less 20 percent, 
at which private enterprise is providing in the locality a substantial supply 
of decent, safe, and sanitary housing. In opposing this provision the PHA 
Commissioner has raised the pettyfogging objection that in some exceptional 
community there may not be any such supply of decent, safe, and sanitary 
housing, and that if the only housing available in the community rented for 
$300 a month, the formula would legally permit occupancy by families of very 
high incomes. This is certainly a most inconsequential and trivial objection, 
for if any such case did in fact occur, the local housing authority would still 
be bound by the general definition of families of low income in sec. 2(2) of the 
Housing Act of 1937. 

The PHA Commissioner also objects to the exemptions from income which 
the local authorities would be authorized to use. It should be noted, however, 
that the proposed provisions, far from liberalizing the exemptions now au- 
thorized by statute, delete the present exemption of $100 in respect to minors 
and other dependent members of a family. No one should be alarmed by the 
horrid examples which the Commissioner has conjured up by fabricating 
theoretical families to which all possible exemptions would be available. The 
local housing authorities can be trusted not to admit to their projects families 
with actual incomes running up to $10,000 or $12,000. 


Payments of fired annual contributions and application of residual receipts 
(sec. 605 of H.R, 2357 and sec. 405 of H.R, 2385) 

Both H.R. 2357 and H.R. 2385 provide for the payment of annual contribu- 
tions at fixed and definite amounts at least equal to the debt service on the 
bonds issued to finance projects. Residual receipts (excess of rents collected 
over current expenses) would be applied to the advance amortization of the 
housing bonds outstanding on the respective projects. Under this new proposal 
bonds would be paid off 8 or 10 years earlier than the present term of 40 years 
and the annual contribution period would be correspondingly shortened. 

Under the present statute residual receipts are used to reduce annual con- 
tributions and the PHA urges that this arrangement be continued. In support 
of this contention the Commission has circulated a memorandum prepared by 
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the Treasury Department which purports to show that the present system is 
much less costly to the Federal Government than the new system now being 
proposed. The Treasury in its memorandum states that it has merely prepared 
actuarial computations on the basis of assumptions furnished by the PHA. 
No objection can be taken to the Treasury computations, but the PHA assump- 
tions are erroneous and have led to false and misleading conclusions. 

In the first place, the PHA has assumed that the advance amortization of 
housing bonds would stop interest at the rate of 2% percent (the average in- 
terest on such bonds) but that the increased annual contributions during the 
shortened period would be financed by Treasury borrowings at 314 percent. 
Of course it is always costly to borrow at a high interest rate in order to pay 
off debt at a low interest rate, but this most emphatically is not what would 
be done in the advance amortization now proposed. Local housing authorities 
would either (a@) repurchase their own bonds on the open market at prices 
which today would provide a yield of approximately 3% percent or (6) set 
up a sinking fund which would be invested in Treasury bonds with a yield of 
approximately 31% percent. 

Out of the $570 million computed by the Treasury as the cost of the proposed 
new amendment, about 60 percent, or $340 million, stems from this erroneous 
assumption by PHA as to interest rates, and this amount would not be lost to 
the Federal Government under a proper advance amortization program. 

PHA also has erroneously assumed that residual receipts will continue for 
40 years at their present level. Under the new proposal residual receipts, after 
bonds are paid off, will be retained by the local housing authorities and not be 
available for the reduction of Federal contributions. On this score the Treasury 
memorandum concluded that $230 million would be lost to the Treasury under 
the new proposals. But it is contrary to all experience to expect that residual 
receipts will continue at their present levels, since the expenses of operation, 
especially repairs and replacement will increase very materially as the projects 
grow older. The sums lost to the Federal Government some 30 or 32 years hence 
by the denial to it of residual receipts after annual contributions terminate will 
in all probability be only a small fraction of the $230 million estimated by the 
Treasury. 

But whatever the amount lost to the Federal Government may be, this amount 
will not constitute a loss to the low rent program. On the contrary residual 
receipts becoming available to the local housing authorities in the last 8 or 10 
years of a project’s life will probably be of inestimable value in carrying out 
modernization and replacements which by then will have become almost im- 
perative. 

Moreover when annual contributions end in 30 or 32 years, the PHA will be 
relieved of any further responsibility for the supervision and control of locally 
owned projects. The Federal budget for fiscal 1960 shows that administrative 
expenses of PHA include about $7 million per annum for management super- 
vision. Most of this should be saved in the last years of project life and more 
than compensate for the residual receipts which will go to the local authorities. 

(See app. B for detailed statement on use of residual receipts for advance 
amortization. ) 

The PHA Commissioner also objects to the new proposal of accepting audits 
made by State audit officials or public accountants as conclusive in the absence 
of fraud or of evidence of waste or neglect, or expenditures which are not rea- 
sonably compatible with the operation of low rent public housing, or extrava- 
gance. Local housing authorities who so elect could continue to have their 
accounts audited by the PHA, and the new proposal in no way annuls the pres- 
ent provision of law permitting postaudits by the General Accounting Office. 

We believe that it is wholly misleading to say that the financial reports re- 
quired under the new proposals could not serve as the basis for a proper review 
of local operations since the PHA would still have the power to prescribe the 
type of records to be kept by the local housing authorities and the form and 
content of all reports, including audit reports. 

Nor is it correct to say that the new provision would triple auditing in the 
program since no more audits would be required under the new proposal than 
under existing statute. Nor would the privilege on the part of the local housing 
authorities to elect PHA audits disrupt the organization of that agency since 
local housing authorities making such an election would undoubtedly almost 
always do so on a continuing basis. 
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Batension of program and repeal of self-liquidating amendment (sec. 606 of 
H.R. 2357 and sec. 406 of H.R. 2385) 


The PHA Commissioner announced in his statement that the Eisenhower 
administration would not support any further extension of the low rent program 
and we have already expressed our strong objection. Both H.R. 2357 and H.R. 
2385 provide that the full annual contribution authorization contained in the 
Taft-Ellender-Wagner bill of 1949 be made available. The former bill makes 
the authorization available at the rate of 35,000 dwelling units per year, while 
the later sets no limitation on the rate of availability. The NHC prefers H.R. 
2385 in this respect. 

Both bills would also repeal subsection 10(j), which was adopted in 1954 and 
requires local housing authorities to pay over to the Federal Government and the 
local governments all the net receipts of their projects after their capital in- 
debtedness is liquidated. This provision, if not repealed, will have the effect of 
continuing Federal supervision and control of local projects even after annual 
contributions have ceased. The proposed amendment would at such time vest 
the full ownership and responsibility of projects in the local housing authorities 
where it properly belongs. We can find no basis for the contention of the PHA 
Commissioner that the purpose of subsection 10(j) is to prevent windfalls and 
believe that he is most ill advised in opposing its repeal. 


Payment for certain municipal services (sec, 607 of H.R. 2357 and sec. 408 of 
H.R. 2358) 

Many cooperation agreements between local housing authorities and their 
municipal governments were entered into at a time when tax charges covered 
certain public services, such as sewer services. The increasing cost of municipal 
government have, in a number of cases, caused local governments to make special 
charges for such services rather than including them in taxes. The proposed 
amendment would in such cases permit the local housing authorities to make 
payment for such services on the same basis as other property owners. Since 
local taxes, even after such services are excluded, are undoubtedly higher than 
they were when the cooperation agreements were first entered into, the local 
contribution through tax exemption will still be larger than originally con- 
templated. 

The National Housing Conference believes the proposed amendment would be 
entirely equitable and urges its adoption. 


Revision of existing contracts (sec. 608 of H.R. 2357 and sec. 409 of H.R. 2358) 

Both of the proposed bills would require PHA to modify existing contracts,. 
upon request of local authorities, so as to make available to them the other new 
provisions in these bills. The PHA Commissioner opposes this on the ground 
that the existing contracts were entered into in good faith. But if the present 
defects in the low-rent programs are to be corrected, and the program revivified, 
all of the new provisions must be made available to all authorities. They should 
have the right to demand and receive contracts responsive to the intent of the 
Congress. 


Provisions permitting purchase of their homes or continued occupancy by over- 
income tenants (sec. 407 of H.R. 2385) 

Under present law, families whose incomes increase beyond the maximum limit 
for continued occupancy must be evicted from their homes. This continued 
threat has led to increasingly difficult management problems. It has denied 
stability of residence to tenants, increased occupancy turnover, and even dis- 
couraged families from attempting to better their,economic condition. 

In keeping with the sound American tradition of promoting home ownership, 
the proposed amendment permits overincome tenants to enter into contracts for 
the purchase of their homes where this is feasible. The conditions for such 
purchase have been carefully studied and are wholly workable. The families 
would be required to pay the full appraised value of their homes over a period 
of years together with interest, and also pay full local taxes. Thus, no direct 
subsidy, either Federal or local, would be involved. The terms of sale are emi- 
hently fair to the prospective purchasers. Amortization payments in the early 
years are purposely set at a low level in order to ease the transition from rental 
to ownership status. 

The PHA Commissioner has erroneously stated that purchasers would be 
required to pay a proportionate part of the local housing authority management 
Overhead despite the clear provisions of the bill to the contrary. Purchasers 
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would be required to pay the local authority only for services actually rendered 
by it; for example if a project is so designed that utilities have to be supplied 
by the project, the purchaser would have to pay his share of such services. On 
the other hand, purchasers would be encouraged to provide as many services as 
possible, particularly upkeep and repair, through their own efforts, thus reducing 
their housing costs. 

The figures supplied by the PHA Commissioner as to the expenditures which 
purchasers would incur are wholly misleading since they are based on the above 
erroneous assumptions. All the purchasers will pay will be the actual costs 
involved in the operation of their homes, together with taxes, interest, and amor- 
tization at a gradually increasing rate. These are the costs which are neces- 
sarily incurred by any family purchasing a home on an installment basis. 

It is also objected that there may be serious question as to whether in certain 
eases State law will permit the proposed sales. If such a conflict should arise 
either the State law will have to be amended or sales will be impossible within 
that jurisdiction. A further objection has been made that the sales plan might 
increase the difficulty of applying the so-called Hiestand amendment. However, 
in the case of a project which a municipality wishes to have sold any outstanding 
sales contract would probably create no greater impediment to the sale of the 
project than would the presence of the low-income families then in tenancy. 

In cases where the sale of dwellings is not feasible the proposed amendment 
would permit overincome tenants to remain in occupancy upon payment of a 
nonsubsidized rent, so long as no privately owned housing is available to them. 
We cannot believe that this humane provision would abate, if not destroy, the 
motives of tenants * * * to shoulder the burden of providing housing for them- 
selves. Nor do we believe this provision jeopardizes the public purpose or legal- 
ity of the low-rent program. 


Authorization to amend contracts of sale on Lanham Act projects (sec. 441(a) 
of H.R. 2385) 

This provision is believed to be necessary in administering the mortgage port- 
folio of war and veterans housing now held by the PHA. There is no merit in 
the contention that this amendment would constitute a virtual invitation to 
default since the Commissioner would have complete discretion in its use. The 
particular provision in respect to housing sold to cooperatives is particularly 
necessary because of the unexpected difficulties which sometimes confront co- 
operative undertakings. 


APPENDIX A. PROVISIONS FACILITATING USE OF URBAN RENEWAL SITES FoR Low- 
RENT Hovusine 


Several pending bills include provisions to facilitate the use of urban renewal 
sites in whole or in part by low-rent housing. This is highly desirable since it 
will in many cases provide a suitable use for such sites, and will enable low- 
income families to continue to live in neighborhoods to which they are ac- 
customed and which are convenient to their employment. 

Under present law when a low-rent project is located outside of a renewal 
site the entire writedown in site cost is borne by the Federal Government 
through the payment of annual contributions, and the local contribution is 
limited to tax exemption of the low-rent housing. But if located within a re- 
newal site the locality under present law must grant not only tax exemption 
but also pay one third of the write down in site cost. 

As a result of this duplicate subsidy, renewal sites have been used for low- 
rent projects in only two or three instances. The pending bills propose to 
eliminate this duplication by accepting the tax exemption in lieu of the one 
third share in writedown now required. 

Under the new proposals, urban renewal land will be made available to low- 
rent housing at exactly the same price as if it was sold to private developers. 
Since it will be acquired at its written down value the local housing authorities 
and PHA will be able to develop less crowded projects with densities more in 
keeping with local desires. 

The final cost to the Federal Government under the new proposals will be 
exactly the same as its cost under present law in connection with a low-rent 
project not on a renewal site. The local contribution will also be the same in 
both cases. 

Some misunderstanding of the technical details of the new proposals has arisen 
since they provide that tax exemption be accepted as a local grant-in-aid equal 
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in value to one-half of the writedown in site cost, while this same amount con- 
stitutes only one-third of net project cost. The apparent difficulty comes from 
the fact that under the terms of the Act, the local grant-in-aid is included as 
part of gross project cost. The matter may best be cleared up by the following 
example of land in an urban renewal area used for a low-rent housing project 
with 100 dwelling units. 


Computation of local grant-in-aid in form of tax exemption: 
Cost of site: 


ees C6 4OWRs g ited aos dies nc any bd Gist cademenciee $300, 000 
Clearance and site improvements_____.___--_---_-_-_-_____ 20, 000 
Pro rata of administrative, interest or other cost__________ 10, 000 
OI oo al ee Ste ene wan wee nnteatlgeceeeel ea baee 330, 000 

Less: Sales price of site for low rent housing (same as if sold to 
DETTaLe Govenene) «sen see eee ees 120, 000 
Total writedown on site cost....-.....---_-___------- 210, 000 

One-half of writedown, equals amount at which tax exemption is 
accepted as local grant-in-aid__.........................-... 105, 000 

Computation of net project cost and sharing of same: 
ng SERRE ETS, ES STS Te a i eee ae ee ee eRe aes 330, 000 
Local grant-in-aid in form of tax exemption__......____________ 105, 000 
I NEUE | SU is tee tE ohare cs ts be dion cn oases ences mney mae eal 435, 000 
Ries Sete TAU Cr ON ns Oi oo os be eater ce eeencinnecneinlielde 120, 000 
MD Wet Cli. oe oae aon hnh inh canessuemanesaninaneee 315, 000 
Sharing of net project cost: 

BOGRPRL. BORTO GV rGIT OE ono emer e nec cmcewammeweme cow eene 210, 000 
Local share one-third (as above) ~-_----_----_---_--___-____ 105, 000 


The value of the tax exemption on a low-rent project will far exceed the value 
ascribed to it under the new proposals. Assuming that the above 100-unit proj- 
ect is assessed at $8,000 a unit or $800,000 and that the tax rate is 3 percent, the 
taxes, if paid, would be $24,000 per year. Payments in lieu of taxes at 10 per- 
cent of shelter rents would amount to about $40 a dwelling or a total of $4,000 
per year leaving $20,000 per year as the value of the tax exemption. This 
exemption continues for the life of the project, but in only 4%4 years will equal 
the value ascribed to it as a local grant-in-aid. 


AppENDIX B. Use or Resipuat Recerpts ror ADVANCK AMORTIZATION 


Several bills now before the Congress propose that hereafter annual contri- 
butions on public housing projects be paid in fixed and definite amounts, and 
that the residual receipts (excess of rents collected over current expenses) be 
used for the advance amortization of outstanding bonds rather than to reduce 
annual contributions. 

This will result in paying off housing bonds 8 or 10 years before maturity. 
Federal contributions will terminate at that time and local authorities will 
secure full control of their projects free from further Federal supervision 
and control. Paying contributions in fixed amounts will also tend to eliminate 
recurring disputes between local authorities and PHA as to contribution amounts. 

The Public Housing Administration has recently circulated a memorandum 
prepared by the Treasury purporting to show that for the projects on which 
annual contributions are now being paid, the new proposal will involve an 
additional cost to the Treasury of $570 million. This is emphatically not true. 
‘The Treasury merely made actuarial computations on the basis of assumptions 
furnished by the PHA. These assumptions were not in accordance with the 
facts, and it is the errors in these assumptions which account for the purported 
increase in cost. 


Erroneous assumption by PHA as to residual receipts 

The PHA stated that residual receipts last year amounted to $22.2 million 
on the projects (comprising 374,172 dwellings) which received annual con- 
tributions. They further assumed that these residual receipts would continue 
at the same level for the life of the projects. 
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Reference to the Federal budget for fiscal 1960 (first table on p. 313) shows: 
that the actual residual receipts in 1958 were not $22.2 million but only 
$20,160,831. The difference is accounted for by a number of items in connection 
with the initial sale of bonds which, though reducing contributions in 1958, 
will not occur again for these projects. 

PHA’s assumption that residual receipts will continue at the present level 
is contrary to all experience. Commonsense indicates that operating costs 
are bound to increase as projects get older and thus reduce residual receipts, 
Actual figures bear out this contention. The following tabulation has’ been 
prepared from the 1960 budget table referred to above and from similar tables 
in earlier Federal budgets. 


Fized contributions and residual receipts 
{In millions of dollars] 








Residual 

Number of | Fixed annual Residual Receipts as 

Fiscal year dwellings contribu- receipts percent of 

tions contribu- 

tions 

SS ee eee eee ee 259, 116 $67.8 $15. 37 BY 
ED in pithiinninceencenmiainciaidewnatiei 304, 383 90. 4 17. 20 19.0 
aed eatin opening mmvahiebinh 343, 907 107.2 20. 91 19.5 
ita aoe aetieneainiviainthinne anenipecminee 365, 896 116. 4 22. 22 19.1 
EE .~ccoanbatorennacnass Sumendaniewie 374, 172 121.0 20. 16 16.7 
ES EEE a ae ae PTE 399, 502 132. 2 16. 26 12.3 
See 421, 826 145.5 15. 49 10.6. 

















Because of the increasing number of dwellings covered each year, the change 
in residual receipts is best shown by the percentage figures in the last column. 
They indicate a marked downward trend, and the PHA estimates that by 1960 
their level will be less than half what it was 6 years earlier. It is clearly ridicu- 
lous to assume that residual receipts will remain at their 1958 level for the next 
40 years. 


Probable annual contributions under present plan 

If the trend shown in the above table continues, the residual receipts on the 
projects covered by the Treasury memorandum will decline from $20.16 million 
in 1958 to only $12.8 (10.6 percent of $121 million) by 1960. It would thus be 
reasonable to estimate that over the next 10 years, residual receipts will average 
not more than $16 million per year. During the succeeding decade we can rea- 
sonably assume they will average $12 million a year, in the third decade $8 mil- 
lion, and in the last decade $4 million per year.’ 

On the above assumptions as to residual receipts, annual contributions under 
the present plan would be as follows: 


{In millions] 








Fixed con- Residual Actual contributions 
tributions receipts 
per year per year 


Per year Total 




















edt ER, 2M ra elias PERERA PE LAR es 2S EES | $121 $16 $105 $1, 050 
— ERAT ESTEE Tee Bs fee eee pee Gee eet as ae ee 121 12 109 1, 090 
0 ae ee eae See oS oe 121 8 113 1, 130 
de en nwa mahi pereiue 121 4 117 1, 170 

NRE TINNULRNIDINNIOUN 2 oi eft) 35 obi Seuhs o leg ckekbeaaladiissocbutesendeewenns 4, 440° 





Erroneous assumption by PHA as to method of advance amortization 

The fixed contributions of $121 million if paid over a 40-year period would 
exactly amortize the outstanding housing bonds together with 2% percent 
interest. Under the proposed plan, the fixed contributions would be paid in 


1 Whatever assumption is made as to the amount of residual receipts will not affect the 
validity of the conclusion that there will be no cost to the Federal Government because 
of interest differentials. 
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full but only until the residual receipts which are retained by the local au- 
thorities suffice to pay off the remaining bonds. This would happen after 30 to 
$4 years, depending on the level of residual receipts, and thereafter no further 
annual contributions would be paid. 

Almost all of the purported loss shown in the Treasury memorandum arises 
from a very wrong assumption by PHA as to how amortization would be accom- 
plished. The outstanding housing bonds floated a few years ago bear very 
attractive interest rates averaging about 214 percent. It would be incredibly 
stupid to pay off these bonds before they mature, especially when the necessary 
funds come from additional annual contributions which entail a borrowing 
cost to the Treasury of 3% percent. It is always costly to borrow money at a 
high rate of interest to pay off debts at a lower rate. 

Yet this is just what the PHA assumed would be done, since the Treasury 
memorandum is computed on the basis that every residual receipt, as soon as 
it becomes available, would be used to retire a like amount of housing bonds 
at par.’ 

Probable annual contributions under proposed plan 


Two sensible methods of advance amortization are available to a local hous- 
ing authority. It could buy its 24% percent bonds in today’s market at very 
substantial discounts,* or it could set up a sinking fund. The second would 
be the more usual procedure. Residual receipts would be deposited each year 
in a sinking fund and would be invested in Federal obligations. Until used 
to pay off bonds the sinking fund would thus earn interest at least equal to the 
average cost of money to the Federal Government. ' 

If a sinking fund of this nature were set up, the residual receipts estimated 
above, together with interest at 3144 percent would amount to $762 million at 
the end of 33 years. At that time a fund of $745 million invested in Govern- 
ment bonds at 3% percent would produce annual amounts sufficient to pay off 
the remaining seven maturities of housing bonds as they become due. The 
sinking fund would therefore set aside $745 million for this purpose and the 
small balance of $17 million would be applied to reduce the 33d contribution 
from $121 to $104 million. The remaining seven contributions would not be 
made. 

The annual contributions under the proposed plans would thus consist of 32 
payments of $121 million each and a final payment of $104 million. These 
contributions aggregate $3,976 million, or $464 million less than the aggregate 
contributions under the present plan. 


Effect of interest differential on cost to Federal Government 


Though the aggregate contributions paid under the proposed plan would be 
$464 million less than under the present plan there is merit to the contention that 
the new plan will involve an increase of interest costs to the Treasury, since 
the additions to annual contributions which it must finance will occur in the 
first 38 years, whereas the cutting off of annual contributions will occur only 
after 33 years have elapsed. 

The losses and the gains to the Treasury by reason of the new plan will almost 
exactly offset each other, provided the interest earnings on the local housing 
authority sinking funds are (as they surely should be) at least equal to the 
average interest costs of money to the Federal Government. The following 
actuarial computations bear out this fact. 

Under the proposed plan the Treasury will be called upon to finance additional 
contributions for 33 years equal to the amounts of the residual receipts which 
would not be used to reduce contributions. These additional contributions ac- 
cumulated at 34% percent would amount to $762 million at the end of ‘33 years. 
From this must be deducted the $17 million paid at that time from the sinking 
fund, leaving an increased cost to the Treasury of $745 million at the end of 33 
years. This amount, together with compound interest at 34% percent, would 
amount to $950 million at the end of the 40th year. 

On the other hand, the Treasury will save the last seven contributions of $117 
million each. These annual amounts, when accumulated at 314 percent interest, 
would amount to $919 million at the end of the 40th year. 





?As a matter of fact this would be impossible during the first 10 years when bonds are 
Era corenle, and would be foolish thereafter because of the call premiums prescribed in the 
8. 
§ 25-year bonds of local housing authorities bearing interest at 2 ercent have recentl 
been offered at prices affording yields of 3.55 percent. bali ° 
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At the énd of the entire 40-year period, the net additional cost to the Treasury 
after making allowance for interest will thus be only $31 million. This amount 
represents the residual receipts (together with interest) during the last 7 years, 
which under the proposed plan will become the property of the local authorities 
rather than being used to reduce contributions. 

This amount, though trivial in a 40-year program of this size, will not be lost 
to the low-rent program, for it will be available to the local authorities for such 
necessary purposes as modernization of their projects or replacement of obsolete 
equipment. 

Finally, there should be an offsetting reduction in PHA administrative expenses 
after its supervision of projects comes to an end after 33 years. The Federal 
budget for 1960 shows present Federal expenditures of about $7 million a year 
in connection with management. It is nct unreasonable to expect that most of 
this expense will be eliminated when payients are returned to full local control, 
and that these savings will more than compensate for the small residual receipts 
to be retained by the local authorities. 

Conclusion 

The conclusions in this reply do not depend on the interest rates of local au- 
thority bonds, nor the average interest rate incurred by the Treasury on its debt. 
As long as local authorities earn interest on their sinking funds at rates equal to 
the Treasury rate, the new proposal will involve no added cost on this score. 

The conclusions in this reply do not depend on the actual level of residual 
receipts. The new proposal increases Federal costs on this score only to the 
extent that residual receipts in the last years are retained by the local authori- 
ties for use in their low-rent programs. The amounts so retained will in any 
event be relatively small and will be offset by savings in PHA’s administrative 
costs. 

Mr. Ratns. I have some questions and the other members will have 
some questions, I am sure. 

I am pleased to see that in the main, you favor the principles in 
H.R. 2357. You surprised me when you said you didn’t favor the 
provision we refer to as “Save our homes amendment.” It is the 
provision in the bill that would let the FHA take over a defaulted 
mortgage to avoid foreclosure. It only givesthe FHA the power that 
the VA has and has always had, of making it the last resort. 

Mr. Barrett has had some sad experiences with it in Levittown, Pa., 
where some people would be out of work for 3 or 4 months through no 
fault of their own, and they were getting pinched with that mortgage. 
If the Commissioner could have a little more authority as the VA 
Commissioner has, he could help carry them over that rough spot. It 
is totally discretionary with the Commissioner. 

We wouldn’t put into the bill that he couldn't foreclose it or he 
would have to assume it. We did think it might be wise, during 
periods of unemployment in various places, to give the Commissioner 
as much discretion as possible to go to the last resort before fore- 
closure and kind of ride over a lot of those rough spots a lot of our 
people face. That is the intention of it. 

What do you think about that ? 

Dr. Wueaton. I am deeply sympathetic with the objectives you 
state and we have supported and would continue to support proposals 
which would authorize the FHA Commissioner to use extreme liber- 
ality and to make concessions to the mortgagee to enable him to handle 
such situations. 

What I am afraid of is this: As we gradually reduce the private re- 
sponsibility risk tag involved in the FHA program, we always reduce 
the solvency of the FHA fund, and we build up the danger that at 
some future time this magnificent instrument which has been so useful 
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may be discredited. We have seen examples of that in this program 
in the past. 

I would think if we could devise means for leaving the mortgage in 
the hands of the private mortgagee and having the Commissioner 
authorize the extension of terms to accommodate such situations, we 
would be in a safer position. 

Mr. Rarns. The only trouble about that is oftentimes the mortgage 
has been paid down to where there is an extremely large equity in the 
house and, I regret to say it, but sometimes the holder of that private 
mortgage would just love the opportunity to foreclose on that fellow 
and pick it up. Otherwise, I don’t think it helps the fellow really in 
a pinch because he is out of work and unable to meet his mortgage 
Joan. 

The Administration is apparently opposed to this bill. It is our de- 
sire to reduce, as much as possible, the monthly payments on a house. 
That is our constant desire. We have not said definitely that the Ad- 
ministrator or FHA Commissioner shall cut the insurance premium 
in half, but we have given him some very warm suggestions, that if 
the studies show, as we think they do, that the insurance fund in the 
FHA is of sufficient magnitude, we would like to see the premium re- 
duced. If we could get the figure reduced on a fourteen or fifteen 
thousand dollar house about one-fourth of 1 percent and still be safe, 
it would cut one monthly payment off that man’s mortgage per year, 
and would let a lot of people with lower incomes get into them. 

I note that. you have particular concern about the preservation of 
the FHA insurance fund. So have I, as do the other members of the 
committee. We don’t want to write a section in the bill that says the 
FHA Commissioner is compelled to do it. But if he makes a finding 
that it is not safe, he is not required to do it but we would like to give 
him a lot of firm suggestions that if he finds it safe, he do it. 

Do you have any comments on that / 

Dr. Wneaton. Mr. Chairman, I was shocked, and I say that. word 
advisedly, at the response of the Commissioner on this subject yester- 
day; in his testimony he said, “I don’t think the insurance premium 
can be reduced.” <A decade ago he would have had two or three very 
able actuaries and two or three very able economists on his staff 
who would have been able to present to you the risk position of the 
various funds and _ project the consequences of alternative rates. 
Today, it is regrettably true that the housing agency has become an 
intellectual desert inhabited by people who are seeing mirages and 
who really haven’t got the expert assistance that they need. 

Now, as you know, Dr. Ernest Fisher, of Columbia University, and 
Dr. Chester Rankin, of the University of Pennsylvania, recently 
published a book on this subject, and there is also an article in the 
Senate Banking and Currency Committee mortgage credit study 
on this subject. 

Their conclusions, and I am certainly not an expert in this field, 
are that the mutual mortgage insurance fund, the 203 mortgage fund, 
is now in a good safe position, but its degree of safety does not offset 
the high risk positions of most of the other funds. Funds accumu- 
late stability with time. 

Under these circumstances they recommend not that the insurance 
premium be reduced, but that its method of collection be shifted from 








208 HOUSING ACT OF 1959 


a monthly ag to a lump sum payment when the mortgage is 
written, and they point out that on the average $10,000, 20-year, 514- 
percent mortgage, this would result in a reduction—I think the insur- 
ance premium is now about $4 a month, $4.40, or something like that 
on a $10,000 mortgage, 20 years, it would reduce it to about $3.60. 
The effect of the reduction to a quarter percent which I realize is dis- 
r+ ogg would be to save the average homeowner about $20 a year, 
24 a year. 

My Rinse. I believe your last figure is a little in error. We would 
have to check on that. I think it is a little more than that. 

Perhaps on a $10,000 home that would be so. I don’t want to do 
anything to upset it, but I think you know that the idea that there is 
an indemnifying fund in the FHA never has been intended is not 
true. The same thing is true of the FDIC, and all of the others. It 
would be all out of reason for us to insist that we pay vast sums of 
money unless we are willing to say in the same breath that our econ- 
omy is about to collapse and we will have to pick up again as we did 
in HOLC. I don’t like to see extra charges on these loans unless they 
are absolutely necessary. Mr. Mason said yesterday they would give 
us all of the information that they have, and I think the Congress 
deserves some information. We may have our own staff in the field 
with considerable assistance to find out the answers to this problem. 

I appreciate your comments. I am sure we are together in our 
thinking on it. 

In the bill which I introduced, there is a proposal to use the residual 
receipts for advance amortization of the bonded debt of the local pub- 
lic housing agency. The Administration argues that this would cost 
the Federal Government a considerable sum of money, and, frankly, 
if it would cost that sum of money, I couldn’t get it through the Con- 
gress. I know that. 

The reasoning is very complicated to me, as a matter of fact, and 
makes certain assumptions about interest cost and Federal borrowing. 
What is your opinion? Would this proposal actually cost the Federal 
Government a substantial sum? I think Mr. Slusser said somewhere 
around five or six hundred million dollars a year. 

Have you information on that? 

Dr. Wuraton. I have read the Treasury memorandum, and I think 
they have used the worse possible assumptions at every possible point 
in the calculations they make. What the Treasury memorandum 
says is that under any circumstances it couldn’t cost less than $570 
million. 

In point of actual fact, it is our opinion that it would cost virtually 
nothing, but I would like to have Mr. Warren Vinton, who knows 
the field very well and has been the chief economist of PHA, answer 
this question. 

Mr. Vinton. The PHA in transmitting the subject to the Treasury, 
made a number of assumptions which are erroneous. All that the 
Treasury did was to make actuarial computations on the basis of 
what the PHA sent over. The errors in those PHA assumptions, 
not any errors on the part of the Treasury, account for this fictitious 
figure. 

“In the first place, the PHA instructed the Treasury to assume that 
the residual receipts to be used for advance amortization would re- 
main constant over a 40-year period. This is completely contrary 
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to any reasonable expectation because operating costs of projects 
including repairs and maintenance are bound to increase over the 
years, and the residual receipts will decline. You can see that b 
referring to the 1960 Federal budget. In that budget, the PHA’s 
own figures show that in the course of the next 2 years, the residual 
receipts are expected to decline from about 17 percent of the fixed 
annual contribution down to 10 or 11 percent. Instead of having 
residual receipts of $22 million over 40 years, by the end of the 40- 
year term residual receipts will be nominal, perhaps $4 or $5 million 
a year. 

In the second place, the PHA asked the Treasury to compute a 
cost on the basis that the advance amortization would be accomplished 
by the immediate payment of local debt which bears interest at only 
214 percent. 

The bonds now outstanding were floated when interest rates were 
much lower than today and average only 214 percent. To provide 
the funds for extinguishing that debt, the Federal Treasury, in pay- 
ing additional contributions, would be piling up its debt at 314 
percent. 

Now it is patent nonsense for anybody to borrow money at 314 
percent in order to pay off a debt that only bears 214 percent, and 
in practice that would certainly not be done. 

What the local authorities would do would be to take the residual 
receipts that become available for advance amortization and a sink- 
ing fund. This they would invest in Federal securities and thus 
earn exactly the same interest rate that the Treasury has to pay on 
its additional contributions. The two would exactly offset each 
other and I am preparing a detailed actuarial memorandum that 
demonstrates this. 

The only possible cost to the Federal Government would be the 
small residual receipts of the last 7 or 8 years of a project’s life. 
After annual contributions terminate, those residual receipts would 
become the property of the local authority and they certainly will 
need them for the modernization of their projects. That will be 
only 5 or 10 percent of the amount that the Treasury computed. 

Finally, the paying off of the debt, 8 or 9 years earlier, and restor- 
ing projects to complete local control, will certainly cut down the 
overhead expenses of the PHA. The Federal budget now includes 
about $7 million as the cost of the PHA supervision of projects in 
the management stage, and a major part of this should be eliminated. 

It is my considered opinion, sir, that there will be no added cost un- 
der this proposal, and that it will have many advantages both to the 
local authority and the Federal Government. 

Mr. Rats. In my statement a moment ago after remembering 
Mr. Slusser’s statement, I said it was around 570 million, I said a year. 

Dr. Wuearon. It was over the period. 

Mr. Rarns. Yes; that is what I meant to say. 

One other question, Doctor. Most of these subjects in housing are 
not new to the members of this committee or to you witnesses for 
that matter. There are only a few now and then that intrigue us and 
that we want a little light on if we can get it. One I am interested in 
knowing about, because a great many Members of Congress other than 
on this committee have made inquiry to me about this, was the pro- 
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posal that appeared in the budget message to swap Fannie Mae 
mortgages for Federal bonds. Whois in favor of that ¢ 

Dr. Wueratron. The New York Times’ financial editor has covered 
that several times. This is a kind of bookkeeping shell game to 
create the impression that you save money, because when you swap 
good mortgages which are worth 100 cents on the dollar, you elimi- 
nate ostensibly a Government expenditure. 

It isn’t an expenditure, it is an investment, and when you swap 
those mortgages for Government bonds, you reduce the Government 
outstanding debt. 

A couple of years ago, the Treasury ordered Fannie Mae to go out 
and sel] $900 million worth of its mortgages quickly under relatively 
adverse circumstances in order that the budget could be balanced. 
This is just a piece of bookkeeping legerdemain which I think will cost 
Fannie Mae and the Federal Government a substantial piece of 
change because people are not going to exchange bonds for mortgages 
without some kind of premium. 

I don’t know what the premium would be, and the administration’s 
proposal is obviously so fuzzy as to how the transaction would be 
conducted, that it would be impossible to estimate, but it certainly will 
cost something, and it seems to be a wholly unnecessary transaction. 
These are good mortgages, they are insured by FHA, they are backed 
by property, they are costing the Federal Government nothing to 
continue to own. Indeed, the Federal Government makes a fairly 
decent. profit on it. 

Mr. Rarns. I noticed that in your testimony you referred to an 
amendment in the bill as we had it last year having to do with 221’s, 
You didn’t think they should be allowed to build them outside of the 
immediate area in which the relocation process was going on. Is 
that correct ? 

Dr. Wueaton. I support the purpose. I question whether the lan- 
guage was intended to achieve those purposes. Let’s take Boston. 
That was a city which, at the end of the war, had only about 200 acres 
of land left available for development. Those have long since been 
developed. Now Boston has no place in which it can relocate families 
on vacant land. One of the virtues of the 221 program is that since 
it uses private housing, private builders could use this program and 
go out and build houses in adjoining communities for relocatees. The 
language of the bill, it seems to me, permits the residents of those ad- 
joining communities to occupy 221 housing, which was not the pur- 
pose, and then in addition, it says that such projects can be built in 
adjoining communities only if the community government in that ad- 
joining community agrees. 

Now, this, in effect, says any suburb can tell FHA: No, you can’t 
insure a project in this area. 

Now, in my community, Philadelphia is surrounded by 40 suburbs 
which are actively trying to prevent moderate cost housing develop- 
ments, and if we admit here that it is sensible to give local govern- 
ments a veto power over private housing developments, and the prin- 
ciple is admitted when you say the 221 has to have the approval of 
the receiving government, if we admit that principle, I don’t know 
why it can’t be extended to the 203 program. 
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Mr. Rains. You make a very big point. That is an amendment I 
introduced. I had some ideas since these highways were coming in 
from all sections into big cities, and many of the cloverleafs are cutting 
up the cities outside. What would we do with those people who would 
not be eligible for 221’s, because they were not within the municipal- 
ity¢ Actually, their home was being taken for the purpose of bene- 
fiting that municipality, and I was trying, since it was Government 
dislocation, to find some way whereby we could help them, but you 
know I am nearly convinced that it is an unworkable situation, since, 
as you say, those surrounding small municipalities would be able to 
control. 

There is a great problem there. If we could work out some kind 
of language that would achieve it 

Dr. Wueaton. I would think that it would be a very good idea to 
extend the 221 program to make eligible for 221 any family displaced 
by a highway or urban renewal development, wherever located. I 
would like to see that accompanied with some kind of a moderate 
workable program requirement so as to give some incentive to the sub- 
urban communities to adopt the kind of workable program provisions 
that central cities engaging in renewal are now required to have. I 
think that that would be feasible. It need not be excessively rigorous, 
and it would be very beneficial to these communities. Many of them 
don’t have building codes. It would give them some incentive to 
adopt a building code. Some of them do not have zoning ordinances 
or subdivision control. It would give them an incentive to adopt such 
measures. 

Mr. Rarns. Of course, you are getting into difficulty, Doctor, where 
many of the small municipalities are not incorporated or under county 
government. It has been my observation that county governments 
aeranly are not much interested in developing a building code. 
Now, they would be in a metropolitan area, like Philadelphia, where 
the county is covered by a city. 

I appreciate your remarks and they are enlightening. You came 
here, I know, to testify about the features of the bill having to do 
with urban renewal, public housing, and so forth, but you have a lot 
of information about housing generally, and for that reason I am 
going to ask you what you think about the FHA insuring the develop- 
ment of unimproved land ? 

Dr. Wueaton. I have never seen a systematic study of this pro- 
posal. It is very clear that one of the pressing housing problems of 
the next generation is going to be the assembly of land in tracts of 
suitable size for the more efficient builders. The suburban parts of 
our metropolitan areas are being murdered today by scattered devel- 
opment on odd sites at great distances from sewer and water facilities 
to the great expense of local governments. 

My view had been, and still is, that in the long run we must use the 
provisions of the 1949 act, which authorized the assembly of land 
under the renewal title, vacant suburban land, without grants, just 
with a loan program, into tracts of manageable size, well-located for 
private development. 

Mr. Rats. It has one other angle. I don’t know that this commit- 
tee can formulate any opinion on it with no more information than we 
have had. I have had a good many Members of Congress from the 
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State of Texas, from California, and others, who say that around their 
big cities the land problem is really becoming serious. They say that 
the small builder—and we are interested in the small builder, of 
course—under the present setup, is almost out of business because he 
can’t get the financing with which to do the development of the land 
that he needs to build on, and as a result it is left to a tremendously 
big project builder alone. 

Dr. Wueaton. The look-alike house, the mile after mile of identi- 
cal tract housing, is in considerable degree a result of the twenties, 
when we oversubdivided millions and millions of lots more than we 
needed. This was a terrific gouge of the public, because the sewer 
and water were installed at public expense and the private developer 
took no risk. This led to strenuous efforts in the FHA and local 
governments to ‘do everything possible to prevent speculative sub- 
dividing, but as a consequence there is virtually no new land sub- 
divided in which individuals or small builders can build varying 
types of houses as they did in the twenties, and it is a serious problem. 

Mr. Rarns. Thank you. 

Mr. Addonizio. 

Mr. Apponiz1o. Dr. Wheaton, at the outset of your remarks you 
made a very serious indictment of this administration. Now, I am 
certainly not here to condemn you for that position, because I think 
I was guilty in some degree of the same thing in the last campaign, 
but I was wondering whether you speak as an individual or are you 
speaking as a representative of the National Housing Conference? 

Dr. Wueaton. The National Housing Conference is a nonpartisan 
organization, and our board of directors includes representatives of 
both parties. We have always insisted that housing legislation in the 
United States has been bispartisan in character and should continue 
to be so, but our organization clearly sees the proposals of this ad- 
ministration as a repudiation of the principles which Congress adopted 
in 1949, and which this administration and the Congress reendorsed 
in 1954. If you will look at the titles of the Wagner-Ellender-Taft 
bill and see how many of them are alive today, you will find that five 
out of six are dead, and if you will look at the promises of the admin- 
istration in 1954 to extend and enlarge and strengthen a comprehen- 
sive housing program, you are forced to the conclusion that the ad- 
OR has repudiated that position and offers no justification 

or it. 

The needs have not been reduced. 

Mr. Apponiz1o. Now, I notice in your prepared statement that 
you are seriously concerned about the administration’s position on 
urban renewal, and I know that it probably stems from the fact that 
there is a dollar limitation on the amount, and also that they want 
to reduce participation by the Federal Government from two-thirds 
to one-half. Now, I was wondering whether—well, I know, too, that 
you said, in passing, that you probably preferred the Rains bill, 
which I believe is somewhat more liberal. 

I was wondering whether that was the position of the National 
Housing Conference, or whether you feel that this committee should 
go even further if this problem is to be met properly. 

Dr. Wueaton. We believe that the authorization should be $600 
million a year, plus $150 million in the President’s hands and for a 
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10-year period. This is beyond what the chairman has proposed, 
and we firmly resist the idea that the Federal Government should 
back its contribution down from two-thirds to half, and that the local 
contribution should be increased. We have a situation in which 75 
cents out of every tax dollar goes to the Federal Government these 
days. The States and localities have increased their expenditures 
much more rapidly than the Federal Government, and yet the Fed- 
eral Government has the major tax resources, and the cities are doing 
a heroic job of trying to raise funds to match this program. 

We are not suggesting that the local contribution should be reduced, 
but we are suggesting that it should be maintained at the present one- 
third—two-third ratio. 

Mr. Appon1z10. In other words, then even the Rains bill would just 
about start to make a dent in this great problem ? 

Dr. Wuearon. I think that is right. 

Mr. Apponizio. Now, I note, too, that you advocate the passage of 
the provision of the Rains bill as it pertains to public housing. I 
said yesterday to Mr. Slusser, I believe, that certainly I felt that 
an adequate public housing program was essential to the overall hous- 
ing program of this country; do you feel that way ? 

Dr. Wueaton. It certainly is absolutely essential. 

Mr. Apponiz10. In other words, if urban renewal is to be successful, 
we must have public housing with it ? 

Dr. Wueaton. Or the highway program, which is going to dislo- 
cate just as many families. 

Mr. Apponiz10. Now, Mr. Slusser, the Commissioner of the public 
housing program, yesterday criticized a number of the liberalizations 
of the low-rent oablie housing program as advanced in the Rains bill. 
For example, he seemed to fear what he called “gold coast” housing if 
the local authority is given responsibility for setting rentals. Now, 
as I said yesterday, to me, this was an amazing example that he gave 
us and one which, in my judgment, almost bordered on the ridiculous, 
and I was just wondering whether you would care to comment about 
that. 

Dr. Wueaton. Local authorities are run, as you know, by com- 
missions of well-known citizens in their communities. These are bus- 
inessmen, civic leaders, who take time off from busy lives to assume 
responsibility for running the local authority program to help low- 
income families. I can’t imagine anything more ridiculous ne to 
suggest that if the control of this program is taken out of the hands 
of Federal bureaucrats and put in the hands of these responsible local 
citizens, that it will result in any racial shift of the purpose of the 
program to help families who don’t need such help. 

Indeed, I think all of these recommendations and all of these 
changes would enable those local leaders to do a better job of helping 
low-income families. One of the better jobs that needs to be done is 
to stop this business of forcing families back into the slums when 
housing isn’t available for them. Another of the better jobs that 
needs to be done is to encourage a few families to stay in public hous- 
ing projects to help set standards for the others. These are things 
that local authority commissioners are very, very sensitive to, and I 
a sure that they would not abuse this power in any way, shape, or 
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Mr. Apponizio. Thank you, Mr. Chairman. No further questions. 

Mr. Ratys. Mr. McDonough. 

Mr. McDonoveu. Dr. Wheaton, are you familiar with this new 
project that is proposed to be built in Boston, a new redevelopment 
moderate and middle income apartment project of Roxbury, Mission 
Hill section ? 

Dr. Wueaton. I am not, sir. 

Mr. McDown van. I have a clipping from the press indicating that 
here is a project being developed without Federal funds at all, an 
$8 million project, for the purpose of providing housing for so-called 
relocation people, people who are relocated on account of public im- 
yrovements. It is rather an example of a pilot move to see if it could 
be done without the use of Federal funds. I thought you might be 
familiar with it. 

(The article from The Christian Science Monitor, referred to above, 
is as follows :) 


ONE HUNDRED DOLLAR-RENT PROJECT LOOMS FOR BOSTON 


(By George H. Favre, staff writer of the Christian Science Monitor) 


Boston.—Scheduling of a new $8 million project to provide 800 modernistiec, 
middle-income apartments in Roxbury’s Mission Hill section, was announced 
recently. 

The project, to contain 3 apartment buildings of 270 apartments each, will 
start in 6 months. But of even longer-range interest to the city of Boston than 
the uplift to be given the area are the following points: 

1. Behind the redevelopment project is a private, nonprofit organization, the 
Beacon Redevelopment Corp. 

2. A cooperative venture between a private group of civic leaders and the 
city of Boston, the project will be the first of its kind in the country to take 
advantage of limited dividend laws combined with municipal powers of eminent 
domain—but without falling back on Federal! financing. 

3. More than a one-shot affair, the undertaking is seen as a pilot project 
which, if successful, may encourage other private builders to do the same. 


JOINT ANNOUNCEMENT 


Announcement of the redevelopment project was made jointly on January 7 
by Mayor Hynes, the Greater Boston Chamber of Commerce, the Boston Real 
Estate Board, and the project’s private sponsors, the Beacon Redevelopment 
Corp. 

Members of the private group include Ernest Henderson, president of the 
Sheraton Corp. of America, who heads the group; William J. Furlong, real- 
estate officer of the First National Bank of Boston and secretary-treasurer for 
the corporation; and, as directors, Carleton Hunneman, president, Hunneman 
& Co.; Robert M. Morgan, vice president and treasurer, Boston Five Cents Sav- 
ings Bank; and M. Murray Weiss, president, Hew Construction Co. 

The corporation described the project as consisting of 3 apartment buildings, 
13 or 14 stories high, and each containing 270 apartments. Three-fifths of the 
apartments will be 4-room units, and the remainder 3-room units, by Federal 
Housing Authority count. Average rental of the apartments will be $100 a 
month, and will include heat and possibly some utilities. 


PARKING INCLUDED 


Also included will be parking areas for 70 percent of the apartments. 

The area involved covers 275,000 square feet of land, and is bounded by Hunt- 
ington Avenue, and Worthington, Tremont, and St. Alphonsus Streets, with the 
exclusion of two parcels of property on Washington Street. 

Ernest Henderson, in describing the financing of the project, said that “com- 
plete financing is available.” The first half million dollars for the project was 
provided for by Charlesbank Homes, Inc., a charitable trust dedicated to pro- 
viding housing for persons of moderate means. 
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“We anticipate that with the increase in taxes which Boston will accrue from 
the three apartment buildings, the city’s acquisition and demolition cost on 
the property will be repaid in full within 20 years,” Mr. Henderson said. 


STIMULATION SEEN 


Mayor Hynes, who said he will submit the plans to the city council, em- 
phasized the importance of the project, not only because it will provide im- 
mediate middle-income housing in the Roxbury area, but because it is “dedicated 
to stimulating other groups to develop along similar lines.” 

Under the agreement between the city and the corporation, the Boston Re- 
development Authority would acquire and clear the area, at a cost of about 
$1,500,000, Mayor Hynes explained. The land would then be leased to the 
Beacon Redevelopment Corp., which would pay an excise in lieu of taxes, plus 
a ground rent to the redevelopment authority. 

The corporation would be a limited dividend corporation, as provided for 
under chapted 121A of the General Laws. 

In addition to the excise and ground rent, the nonprofit corporation would 
pay the difference up to 15 percent of gross income, plus $24,000 each year, in 
order to equal the cost of lost tax revenues on existing property to the city 
and cost of curtailment and interest on city bonds. 

After a 15- or 20-year bond amortization period, Mayor Hynes said, the city 
would earn more than $100,000 a year for the next 20 years. Reason for this 
is that an excise in lieu of taxes, under chapter 121A, is stipulated for 40 years, 
he explained. 

Dr. Wuearon. I think most cities, many cities, I should say, 
rather, have quite comparable programs. We do in Philadelphia. 
The project, a straight FHA-insured rental housing program on 221, 
if we could get one in Philadelphia, would produce rents of from 
$80 to $120 a month, depending on the size of the unit. If we in 
addition were to give tax exemption, we could cut those rents to $70 
to $105. But now we are going to relocate 2,000 families out of the 
Eastwick renewal area, and of those 2,000 families about a third can 
afford to pay less than $50 a month. Another third can afford to 
pay between $50 and $70, and another third—and these are very 
crude approximations—can afford to pay over $70. So the best we 
can do with private funds, even if we were to make local tax conces- 
sions, as New York City does, the best we can do would accommodate 
only a third of those families. What is going to happen to the other 
1,400 or 1,500 families? 

Now, for those families, for some of them, we do need public sub- 
sidized housing, to get rents in the area of $50 and below. For 
another seven or eight hundred of those families we ought to have 
something in the middle-income area, and this need not be subsidized, 
but it would require the use of an interest rate of about 214 or 3 
percent. 

No private lender can make a mortgage loan at this rate. Many 
of us have spent countless hours trying to expand private housing 

roduction for these purposes, countless and often fruitless hours, 

ut have no satisfactory conclusion. 

Mr. McDonoven. Do you have a public housing authority in the 
State of Pennsylvania? 

Dr. Wuraton. We have local housing authorities. There happens 
to be a State one. 

Mr. McDonoveu. Is there any State agency that operates inde- 
pendent of the Federal Government ? 

Dr. Wueaton. Yes. It doesn’t have an active program now. The 
Governor has recommended one of quite modest proportions, and in 
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the period 1948, 1949, 1950, around in there, we did have a fairly sub- 
stantial program for a few years, but the State has subsequently found 
it necessary to put all of its resources into schools and highways, and 
the legislature has not seen fit to extend that program yet. We don’t 
have a big program comparable to that of New York. 

Mr. McDonovcu. There is no policy now on the part of the State 
of Pennsylvania to make grants to areas that need public housing? 

Dr. Wueaton. There is a program to make grants to areas for 
urban renewal. They match the local contribution. There has been 
a program to make grants, one-third capital grants, for housing of 
low-income families, but there is no current program of that sort. 

Mr. McDonovenu. According to Senator Clark, and I read in the 
press on several occasions, he seems to feel that most public housing 
that is authorized by these bills could be used in Philadelphia. Why 
is Philadelphia so much in need of public housing, so much more than 
any other city ? 

Ir. Wueaton. I don’t think Philadelphia is more in need than any 
other city. I think Senator Clark is just a more vigorous exponent 
of the need than some other areas. 

Mr. McDonovuen. He is asking for more than he needs? 

Dr. Wueaton. No. In Philadelphia, as of the last census, there 
were 70,000 substandard dwellings occupied by low-income families. 
In addition to that, our planning commission has estimated that in 
the next 20 years, in order to accommodate Philadelphia’s renewal 
program, its highway program, the program of its conversion of slum 
areas for industrial use, and its need for public buildings and public 
open space, there are going to be displaced 150,000 families. 

Mr. McDonoueu. What period of time? 

Dr. Wueaton. Twenty years; 150,000 families. These are esti- 
mates that have been publicly given by the planning commission. I 
should say that the largest single component is the highway program. 
Of those 150,000 families, about 50,000 that are going to be shoved out 
of their own homes and have those homes demolished, about 50,000 of 
those families are in a position to pay rents of less than $50 a month. 

We can pray for a long, long time, but between now and 1980, no 
private builder is going to be able to come within $40 of meeting that 
rent in Philadelphia. Private builders aren’t in the business of con- 
ducting a charity, and yet these families have to be accommodated. 

Mr. Rarns. Mr. Barrett. 

Mr. Barrett. Doctor, I just want to comment on your coming here 
today. You made a splendid statement and you certainly are a very 
capable and able witness. I would like to ask you just one question. 
We are having considerable hardship with relocation in Philadelphia, 
as you just outlined. What can we do to ease this problem? 

r. Wueaton. I think that the chairman’s bill makes a major for- 
ward step in this field, with its proposals first to increase the allow- 
ance for relocation families from $100 to $200, and I think it is also 
equally important to the small businessman, from $2,500 to $3,500, 
and second, to expand the coverage. 

Remember, many of the families that are relocated today aren’t 
eligible for relocation payments. If the relocation is because of a 
school site or a highway or some other public taking which may be 
in a renewal area, the family isn’t eligible and I believe that H.R. 
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9357 would expand eligibility to all families relocated as a result of 
Government action in a renewal area. 

Now, this is a major forward step. Secondly, I think that local 
agencies must be in a position to plan these things well in advance, 
5, 10 years in advance, and to know that there is going to be a re- 
newal area or project in this area in 1965. That should be cou led 
with the advance purchase provision which is in the chairman’s bill. 
If we had known in Philadelphia, 9 years ago that we were going to 

ahead with the Eastwick project, under advance purchase pro- 
vision the redevelopment authority could have borrowed funds, and 
bought property over a long period, and have given families ample 
time in. which to move out. 

At the present time you don’t have that advance purchase right. 
Instead, you go through 9 years of advertising that you are going to 
clear this area some day, and then along comes November 1958, and 
you send out notices to 2,000 families: you are going to have to get 
out in the next 60 days. 

Well, you can’t handle a situation like that in a humane way, so 
that I say the provision for long-range planning on renewal, the 
provision for the advance purchase and the provisions for increasing 
relocation allowances and extending their coverage, are four pro- 
visions which should materially help to make this process easier. 

Mr. Barrett. Thank you, Doctor. 

Mr. Apponiz1o. May I ask one question to clear the record ? 

Mr. Rarns. Yes. 

Mr. Apponizio. I think, when you were being questioned by Mr. 
McDonough, you indicated that in the city of Philadelphia you had 
70,000 families living in substandard dwellings, and you indicated 
later on that in the next 20 years there would be a relocation of 
150,000 families. 

Dr. Wueaton. Yes. 

Mr. Apponizi1o. Was that 70,000 included in the 150,000? 

Dr. Wueaton. Not necessarily, because the places where the high- 
ways go and the places where the other public buildings go may 
not always be in blighted areas. You can’t add 70,000 to 150,000. If 
Thad to guess, I would guess it would be something like 30,000 plus 
150,000. On the other hand, we try, of course, to run highways 
through areas where the land and buildings are cheapest, so that we 
naturally would take down some of the substandard units in the high- 
way program. 

Mr. Rains. I want to thank you gentlemen for being with us today. 
You made a fine statement, and we appreciate your being here. 

Dr. Wueaton. It is a great pleasure to be here, Mr. Chairman. 

Mayor Vinton. Thank you, Mr. Chairman. 

Mr. Rarns. The next witness is the American Council on Educa- 
tion, Dr. Hurst R. Anderson, president of the American University. 

Doctor, we are delighted to have you. 

Dr. ANpErson. I am very happy, Mr. Chairman. 

Mr. Ratns. I feel like I am your neighbor. 

Dr. ANpErson. You are, indeed. 

Mr. Ratns. I live out next to you. I drive by and watch all of the 
wonderful improvements at American University, and I am real 
proud to see it. , 

Dr. ANperson. Thank you, Mr. Chairman. 

36043—59——15 
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STATEMENT OF DR. HURST R. ANDERSON, PRESIDENT, THE AMERI- 
CAN UNIVERSITY, WASHINGTON, D.C., REPRESENTING THE 
AMERICAN COUNCIL ON EDUCATION, AMERICAN ASSOCIATION 
OF LAND-GRANT COLLEGES AND STATE UNIVERSITIES, ASso- 
CIATION FOR HIGHER EDUCATION, NATIONAL EDUCATION ASSso- 
CIATION, AND ASSOCIATION OF AMERICAN COLLEGES 


Dr. Anverson. Mr. Chairman and gentlemen of the committee, I 
am Hurst R. Anderson, president of the American University. I 
represent on this occasion the American Council on Education, the 
American Association of Land-Grant Colleges and State Universi- 
ties, the Association for Higher Education of the National Education 
Association, and the Association of American Colleges, 

May I say this: While I am one person, we have gone to consider- 
able length to discuss the problems that are contained here in this re- 
port which is submitted to this committee, and higher education stands 
solidly behind the position that is being expressed here briefly, and 
this represents, frankly, unanimously the judgment of the agencies 
representing higher education in America, and it is my privilege sim- 
ply to submit the testimony to you. 

We have given you a longer, more involved, and more complete 
statement for the record. 

Mr. Ratns. That will be included in the record. 

Dr. Anperson. I am therefore simply taking the opportunity of 
summarizing this as briefly as possible in order to save your time and 
not go into detail which we have covered before. 

Mr. Rarns. You aid us considerably by doing that, and we appre- 
ciate it. ; 

Dr. Anperson. Mr. Chairman, all of us are well aware that we are 
considering today what. provisions should be made for giving further 
life to the college housing loan program during the 2 fiscal years, 1959 
and 1960. No additional funds were authorized in 1958 for this pro- 
gram, since Congress passed no housing bill at its last session. But 
even though no funds were available, applications for additional loans 
were invited during the past 6 months by the President of the United 
States, and colleges and universities throughout the country have 
submitted such applications in good faith. Our recommendations 
for authorization of additional funds, therefore, cover the 2-year 
period from July 1, 1958 to July 1, 1960. 

We realize the complications here, as far as the bill is concerned. 

Mr. Rats. It covers the backlog of last year and what you foresee 
for the year in the future ? 

Dr. Anperson. Precisely. So we have a very special problem be- 
fore this Congress because of the lack of passage of the bill during 
the last Congress. The experience during the last complete normal 
year, which ended June 30, 1958, demonstrates an urgent need for 
approximately $250 million a year for dormitories. We agree with 
the administration, however, that in the current fiscal year, because 
of the lack of authorized funds during so large a portion of the period, 
the demand probably will not exceed $200 million. That is during 
this current year. - 

The total for the 2-year period then should be this $200 million, plus 
$250 million for fiscal 1960, or $450 million, and to this should be 
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added $50 million for dining halls, infirmaries, and related facilities, 
since funds for this portion of the program have been exhausted. 
The recommended grand total of $500 million does not include pro- 
vision for hospitals, since this section of the program is outside the 
province of higher education. If $75 million were added for housing 
of student nurses and internes as provided in H.R. 2357, the grand 
total would be $575 million. 

I hardly need say that we deplore the recommendations in the 
President’s budget message which, for all practical purposes, weuld 
terminate expansion of the program on June 30 of this year. 

And, Mr. Chairman, may I call your attention to the fact that we 
are just moving into the period of great crisis in American higher 
education. This crisis is going to hit us in the next decade, and to 
terminate the thing before the actual crisis is reached seems to us 
foolhardy and not in the highest public interest. 

We note with gratification that H.R. 2357, which I believe is your 
bill, has no provision changing the interest rate formula. The present 
formula is thoroughly justified in theory and has had excellent results 
in practice. An explanation of our position on this is included in the 
comprehensive statement before you. And in that explanation, sir, 
you have a summary of the study made by Dean Wimar of the Indiana 
University School of Business, which shows what. happens when the 
interest rate goes up and when it goes down, which indicates we have 
hit an interest formula that does work. We have merely indicated 
that this interest formula be continued, and I am sure that is the 
position you have taken in your bill. 

The proposed change in the interest formula, which is and has 
been the position of the administration every time we have been before 
the Congress, is simply another in a series of annual attempts to de- 
stroy the program by making the interest. charge prohibitively high. 
The evidence of that is in the more complete statement which I am, 
submitting. If adopted as of today, it would raise the college rate 
from 27 percent to 4 percent. If you terminate the money as of 
June 30, which the administration proposes, the only money that 
would be available would be that which comes back from the loans 
made and which would be available, about $54 million, and that 
might be even more than the colleges can use if the interest rate is put 
at 4 percent. It may be that the administration’s position is that we 
should throttle this effort to provide educational facilities, and the 
way to do that, is to raise the interest rate and terminate the program.: 
If that is the intention of the administration’s proposal, that is exactly 
what would happen, and we would be in a sorry sittfation in this next 
decade in trying to provide educational facilities for our expanding 
student groups all over the country. 

Now, the proposed $100 million authorization to guarantee the tax- 
able obligations of private institutions is merely an idle gesture. Since 
there has never been a default by a college or university on a housing 
loan from any source in the entire history of American higher edu- 
cation, a Federal guarantee is not necessary, and would be, so far as 
we can determine, of no significant assistance in lowering the interest 
charged by private lenders. 

We emphatically oppose the exclusion of public colleges and uni- 
versities from the college housing loan program as proposed in the 
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President’s budget message. It is almost inconceivable, Mr. Chair- 
man, and members of this committee, that out of the Congress should 
come a bill proposing to eliminate from a loan program to assist edu- 
cational institutions, those institutions supported by the public. We 
feel that this is shocking and we don’t understand it. 

The budget message attempts to justify it on the ground that pub- 
lic colleges and universities, through issuance of tax-exempt securities, 
can command an interest rate sufficiently low to meet their needs, 
Now, if they do, they won’t even be eligible for this Federal housing 
loan, so there is no problem. 

In the first place, Mr. Chairman, the obligations of public colleges 
and universities command varying interest rates in the market. Some 
are able to get especially favorable rates because of local and regional 
money market conditions. Others must go into distant markets and 
pay higher rates. 

he point is that if public colleges or universities can obtain rates 
and conditions as favorable, or even approximately as favorable, as 
the Federal loan rate, they will do so. Because they are compelled 
by law to do so, and if they cannot, there is no reason under the sun 
why they should be barred from participating in a Federal, public, 
national program to aid in meeting the pressing needs of higher edu- 
cation, whatever the nature of the organization or institution may be. 

Now, there are two major factors involved in determining the use- 
fulness of a college housing loan. One is the interest rate, the other 
the a of the loan period. Until the enactment of the Federal 
college housing loan program, private lenders seldom were willing 
to make loans for more than a 15-year period. Making students pay 
off in 15 years the debt on a facility which may have a useful life of 
50 or more years is on the face of it inequitable, and it substantiall 
increases the cost to the student. The availability of long-term Fed- 
eral credit has, for whatever reasons, been accompanied by a willing- 
ness on the part of many private lenders to extend long-term credit. 
And this is one of the indirect benefits of this bit of legislation. 

The exclusion of public colleges and universities from the program 
would thus have a double effect. It would deny them the benefit of 
the interest rate if their circumstances are such that it would be help- 
ful to them; it would tend to reduce the prospect of their getting long- 
term credit needed to spread amortization costs over several genera- 
tions of students and thus keep down the charges to any one group. 
The proposal clearly is unjustified and presents a serious hazard to 
the progress of higher education in this country. 

We strongly urge, therefore, that the recommendations in the Presi- 
dent’s budget message be rejected, with the single exception of the 


$200 million additional authorization of funds for fiscal 1959, which | 


is included in our general recommendations made above. 

Mr. Chairman, in addition to urging continuation of the present 
college housing loan program at the level of effectiveness achieved 
in fiscal 1958, we advocate the establishment of a new program of 
loans for classroom buildings and other academic facilities, as ie 
vided in the Housing Act of 1958 reported by this subcommittee last 
July. Our recommendation is in agreement with the proposal you 
made then of an initial authorization of funds for this program of 
$250 million. At this time we find that such a program for academic 
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facilities, including an authorization of $250 million, is provided in 
H.R. 3492 introduced January 27, and we recommend that this legis- 
lation be included in the omnibus housing now being written by 
this subcommittee. 

Mr. Rains. Let me interrupt you there, Doctor. The fact that that 
is not included in the bill I introduced this year doesn’t mean that I 


> don’t still believe in it. 


Dr. Anverson. I realize that. 

Mr. Rarns. It simply means that I have been told, in doing that, 
we might be getting into the jurisdiction of another committee, and 
while I am not at liberty to say this definitely, it is my understand- 
ing that this may be taken.up by another committee that has juris- 
diction over these problems. It was because of that I didn’t put it 


Dr. Anperson. I think we understand that, sir. The position that 
we are taking here is by whatever device seems most appropriate by 
this Congress, and we are not in a position to know what that de- 
vice is—— 

Mr. Rarns. Well, I am still for it. 

Dr. Anverson. But this portion should not be lost, Mr. Chairman, 
because it is theoretically possible. While you are now working on 
this particular housing bill, this thing could be pulled out of this 
bill and put into the hands of another committee and might be lost 
sight of in the course of time, and it would never get passed. Now, 
this is only perhaps a wild statement, but we want to make it very 
clear, and I don’t know how I could make it any more emphatic, that 
our judgment would be that this ought to be back in this bill, Mr. 
Chairman, and that it ought to be handled in the same way that the 
college loans for housing are being handled, but at any rate it ought 


- to be done. 


Mr. McDonoucu. Are you talking about classroom construction ? 
Dr. ANpERSON. Yes. 
Mr. McDonovcn. Well, Mr. Rains has indicated that is being con- 


_ sidered by another committee. 


Dr. Anverson. I understand. 

Mr. McDonovueu. This committee has no jurisdiction over educa- 
tion matters. Housing is one room. Classrooms and laboratories 
and facilities for educational purposes is another. 

Dr. Anperson. Well, of course, I am not in a position to argue this 
case, but the fact is it was in this bill. The fact is it was passed by 
the last Congress. 

Mr. McDonoveu. No. 

Dr. Anprrson. It was passed by the House. 

Mr. McDonovau. No. 

Dr. Anperson. Well, it wasn’t passed by the House, but it could 
have been by a majority vote. 

Mr. Apponizio It was passed by the Senate. 

Dr. Anperson. It was passed by the Senate. It was in that bill, 
and it was considered to > an appropriate provision of the bill at 
the time. Our position is it should be in that bill, but we are not 


| here to argue that point. Our position is this ought to be passed 


on by one device or another, if we are really interested in buildin 
the educational facilities for the next decade, that we are going ton 
in American educational institutions. 
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~Mr. McDonoven. We don’t want to get around to the point where 








the universities and educational facilities of the United States depend be 
on the Federal Government. « 
Dr. Anperson. That is not our position at all. I think you must r 
realize that the agencies represented here, many of them are private 
institutions, very, very conservative boards of trustees. The actual tc 
need for the next decade will go so far beyond anything we are pro- }  s¢ 
posing, that really, sir, the only suggestion that is being made is, | 1c 
really, this is an appropriate way for the Federal Government to tl 
assist us, with maybe a fourth or 20 percent of our problem. There h 
isn’t any other suggestion involved here, and I wouldn’t want my tl 
remarks to be so interpreted. 0 
Finally, now, there is evidence from careful studies that in order jt 
to provide for a doubling of enrollment in the next decade, American | a 
institutions of higher learning will need to spend more on academic | y' 
buildings than housing. Allowing for the inevitable lag in setting 
up a new program, we are confident that the demand for loans for ‘| 
academic buildings will very soon be at least as great as that for 
housing loans. tl 
Mr. Chairman, I have sketched our general recommendations with di 
a minimum of elaboration, leaving the details for my full statement } p 
offered for the record. May I emphasize that the four organizations 
which I represent have sent me here for two purposes: (1) To urge 
the continuation of the college housing loan program at a level of de 
demonstrated effectiveness, and (2) to recommend the establishment 
of a parallel but separate program for classrooms, laboratories, and re 
other academic facilities. We ask favorable consideration of these ye 
proposals in the name of the youth of this country who in future al 
years will be qualified for college education, but will be denied it, un- 
less every agency in our society, public and private, that can offer in 
support provides that support in full measure. It is essential that | a} 
the Federal Government continue to do its part. ; a] 
That is the conclusion of the formal statement, Mr. Chairman. | tl 
Mr. Rarns. Thank you, Doctor. I don’t have any questions to | th 
ask you because I agree with you. if 
With that, I am going to ask Mr. Addonizio to take the chair. I be 
must go to the floor of the House in a moment. ! 
Mr. Anperson. The organizations would wish me to express our W 
thanks for your courtesy in receiving this testimony. m 
Mr. Rarns. We are delighted to have you and the views of the or- 
ganizations you represent. 
Any questions ? 
Mr. Apponizio. Mr. Chairman, I only have one question because I 
agree with Dr. Anderson also. I think he made a very fine state- mn 
ment, but IT wanted to ask you particularly about this increase in the m 
interest rate as recommended by the administration. au 
In effect, Dr. Anderson, wouldn’t you say this brings it down to th 
actually an increase in the cost of education to each individual 
student ? he 
- Dr. Anperson. Well, of course, what happens is this: If you in- | 
crease the interest rate on loans for dormitory facilities, you have to . 
produce the formula for paying the interest and amortizing the loan, | C 
rid that formula is simply a question of setting the dormitory rental mn 


rates per semester by colleges and universities. cl 
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Now, it isn’t the kind of situation which you have full control over 
because if you raise these rental rates too hich, what you do is dis- 
courage the students that haven’t the money to pay for the rent of the 
rooms from coming to college at all. 

We know about where this balance is. We have already gotten this 
to a point where it costs now—I can tell you how much it costs per 
semester to rent one of these rooms constructed by one of these housin 
loans. It costs $160 a semester. Now, this is a little bit—if you aoe 
the national average of dormitory rates, you would find this on the 
high side, so already, sir, the interest formula, the interest rate puts 
the room rent on the high side as it is, therefore discouraging loaning 
or borrowing unless it is necessary to care for the need, and so you 
just raise it a little more. What you do is pass it on to higher rates 
and you discourage more students and more students drop out, and 
you don’t accomplish the objective. 

So you have a delicate balance here and this is our judgment that 
this balance has been achieved by this current interest rate. 

Mr. Apponizio. Now you referred in your statement to the fact 
that the Congress had not passed a bill in the last session and you in- 
dicated that the President of the United States invited, during the 
past 6 months, applications for additional loans. 

Dr. Anperson. That is correct. 

Mr. Apponizi1o. I was wondering whether you had a figure as to 
dollar amounts asked for? 

Dr. ANpERSON. Oh, yes, indeed, we do have, in the more complete 
report which is submitted to this committee, we have on page 2, if 
you have it before you, a summary of the request for additional funds, 
and I could just read this one paragraph to you. 

Even though no additional funds were provided for fiscal 1959, the 
institutions continued after the request of the President that these 
applications continue to be filed, the institutions continued to make 
applications for loans totaling $82,896,000 in the first 6 months of 
the current fiscal year, which is at the rate, if you want to project 
this, which is at the rate of approximately $166 million, but we assume 
if appropriations are made, that rate would be accelerated again, 
because it had been at the rate of approximately $250 million a year. 

The thing that slowed it down was the fact that nobody knows 
whether there is going to be money available and there are certain 
marginal calculations that drop out. 

Does that answer your question ? 

Mr. Apponizio. Yes, thank you. 

Mr. Rarns. Mr. McDonough. 

Mr. McDonovucn. Well, Mr. Anderson, I have a large university in 
iny district, the University of Southern California, and they are quite 
interested in this program and I am interested in seeing that they get 
adequate facilities for housing their students and for modernizing 
this great, university. 

In addition to this section of the bill, there is another section that 
has to do with urban renewal which is a concern of the universities, 

Dr. Anprerson. That is correct. 

Mr. McDonoven. Especially Chicago, University of Southern 
California, and many other universities that were originally located 
in What was supposed to be the urban area and is now surrounded by 
cities and industrial development. 
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Dr. Anperson. You are quite right. 

Mr. McDonoven. You haven’t said anything about that. 

Dr. Anverson. No, I am deferring because of a committee, an 
urban association, of which I happen also to be a member. 

Mr. McDonoven. Well, do you endorse the whole bill as written? 

Dr. Anperson. Do you mean including public housing ? 

Mr. McDonoven. No; this entire housing bill. wh 

Dr. Anverson. I am here to say to you that these associations have 
supported this bill, with one reservation. We are greatly concerned 
about the dropping out of this bill, and Mr. Rains has explained this 
and maybe this is the whole and satisfactory answer, the dropping out 
of this bill this loan provision for academic facilities. We don’t 
know how to run colleges without classrooms and laboratories any 
more than we know how to run colleges without dormitories for the 
the residential students. 

In a case like the University of Southern California, I happen to 
know, too, in the next decade, it may be even more important for the 
University of Southern California to be able to borrow money to put 
up classrooms rather than dormitories. 

Mr. McDonoveu. This hasn’t been overlooked. It is just under the 
jurisdiction of another committee. You will have an opportunity to 
testify when that committee brings the question up. 

Dr. Anperson. I appreciate that, sir, and I apologize for pressing 
this. I just hoped we could get it back into the bill. 

Mr. McDonovueu. My question to you was with the college housing 
facility in this bill as written, with the urban renewal, and with the 
additional authority for Fannie Mae and the other features of it, do 
you endorse the whole bill as written ? 

Dr. ANvErson. Subject to the observations, comments, and conclu- 
sions that are going to be presented to you by the next committee. I 


do not want to speak forthem. That is all. — will explain their | 


position and their attitude on that portion of the bill and if you will 
permit me to do that, I would rather defer in their favor. 

Mr. McDonoveu. In other words, you are only informing the com- 
mittee of your opinion and your associates’ opinion on the college 
housing feature of it and the urban renewal feature? 

Dr. Anperson. College housing and the classroom feature. 

Mr. McDonoven. That is all. 

Dr. Anpverson. That is all the authority I have and I just don’t 
want to accede my authority. 

Mr. McDonoucu. Okay. 1 

Dr. Anpvrerson. I wish to submit for the record the first paragraph 
of my — dealing with the constituent members of the first asso- 
ciations that I represent so that they will be a part of the record and 
you will understand that this does involve practically all of the educa- 
tional institutions in America. 

Mr. Apponizio (presiding). Without objection, that may be done. 

Mr. McDonovuacu. Mr. Chairman, at the point where I Fishes the 


Boston housing program, I would like to insert this article from the 
Christian Science Monitor. 

Mr. Apponiz1o. That may be included, without objection. 

(The information referred to appears at p. 214.) 
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ADDITIONAL STATEMENT ON THE COLLEGE Housina LOAN PROGRAM AND PROPOSED 
LOANS FOR ACADEMIC FACILITIES 


By Hurst R. Anderson, president, the American University, Washington, D.C., 
representing the American Council on Education, American Association of 
Land-Grant Colleges and State Universities, Association for Higher Education, 
National Education Association, Association of American Colleges 


Mr. Chairman and gentlemen of the committee, I am Hurst R. Anderson, presi- 
dent of the American University. I should like to file a supplementary state- 
ment in connection with the need for continuation of the college housing loan 
program and the start of a program of loans for classrooms, libraries, and 
laboratories. On this occasion I have the privilege of representing the American 
Council on Education, the American Association of Land-Grant Colleges and 
State Universities, the Association for Higher Education of the National Educa- 
tion Association, and the Association of American Colleges. 

Mr. Chairman, the college housing loan program since 1950 has provided 
essential expansion of 650 campuses, in 47 of the 49 States plus Hawaii, Puerto 
Rico, and the District of Columbia. As of June 30, 1958, the colleges under this 
program had completed, or had under construction 138,890 living units to serve 
men and women students, student families, and a limited number of faculty 
members. In addition, funds as of that date had been reserved or approved 
for 77,237 more units. While this total of approximately 216,000 living units 
will serve less than 7 percent of the current college enrollment in the United 
States, these units represent an essential expansion which, for the most part, 
we are convinced, would not have taken place without the college housing loan 
program. In view of the rapid growth of our student population, and in con- 
sideration of the new demands being made upon education by reason of signifi- 
cant developments in science and on the international scene, we ask that the 
present program be continued with additional funds adequate to the task. 

The record of achievement is evidence that the college housing loan program 
was wisely conceived by the Congress in 1950. Under the revision adopted in 
1955 the program was brought to its present high degree of effectiveness and 
into the period of its greatest productivity. When we consider the demands of 
1959 for a high quality of education and for facilities to serve steadily increasing 
numbers of students, this program today is more than ever essential to the 
security and welfare of the Nation. 


REQUEST FOR ADDITIONAL FUNDS 


Mr. Chairman, the demand for college housing loans continues to be strong. 
Reservations of funds in the fiscal year ending June 30, 1958, totaled $235 million. 
And even though no additional funds were provided for fiscal 1959, the institu- 
tions continued to make application for loans totaling $82,896,000 in the first 6 
months of the current fiscal year, which is at the annual rate of approximately 
$166 million. There can be little doubt that if additional funds had been 
actually available, rather than hoped for, applications would have been made 
ata rate appreciably higher. 

Since the organizations which I represent are sure that, if funds are made 
available the demand for loans not only will continue but will almost certainly 
increase, we recommend that adequate additional funds be authorized. 

The experience during the last complete normal year, which ended June 30, 
1958, demonstrates an urgent need for approximately $250 million a year for 
dormitories. We agree with the administration, however, that in the current 
fiscal year, because of the lack of authorized funds during so large a portion of 
the period, the demand probably will not exceed $200 million. Therefore we are 
recommending for the 2-year period, June 30, 1958, to June 30, 1960, a total of 
$450 million, to which should be added at least $50 million for dining halls, in- 
firmaries, and related facilities since funds for this portion of the program have 
been exhausted. This recommended grand total of $500 million does not include 
provision for hospitals, since this section of the program is outside the province 
of higher education. 

Our recommendations, we believe, are conservative, being based upon what we 
think the minimum use of funds to June 30, 1960, will be. In the light of expand- 
ing needs, however, higher authorizations may well be quite realistic, and en- 
tirely in order. Indeed the colleges and universities would be in better position 
to»plan their-expansion programs if the available funds each year were not so 
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limited, and so often on the verge of exhaustion. Certainly there is no danger 
to the Government even if authorized funds exceed the actual need in a fiscal 
year, because no money is expended except upon proper application by the in- 
stitutions, and after careful scrutiny by Government representatives. 

You will note that, as representatives of the colleges and universities, we have 
not considered it appropriate to offer a recommendation as to the hospital pro- 
gram. We do strongly recommend and endorse, however, reservation of the 
additional $50 million for college student dining facilities, infirmaries and other 
health facilities. The original $100 million reserved for these purposes in 1955 
has now been exhausted. Since this program makes possible an expansion of 
student services vital to the colleges, the additional authorization of $50 million 
in this category is one of our major concerns. Additional information on this 
subject has been supplied to the committee today in a statement from the 
Association of College Unions. 


THE INTEREST RATE FORMULA 


Mr. Chairman, we wish to emphasize that the continued success of the college 
housing loan program is heavily dependent upon the continuance of the present 
interest rate formula, adopted in 1955. The Administration, we are concerned 
to note, proposes for the fourth straight year the adoption of a new interest rate 
formula which would have the effect of making the colleges and their students 
pay a substantially higher interest cost. The increase would be approximately 
11% percent, raising the rate from 2% percent to 4 percent. While this at first 
glance may seem not too great a change, we are convinced that it would have 
most serious implications for the program. 

You may recall that in 1957 the council presented in its testimony the findings 
of the report, “Financing of College and University Permanent Housing,” pre- 
pared by Dean Arthur M. Weimer, of the School of Business, Indiana University, 
and by his colleague, Prof. John D. Long. The Weimer report, which has been 
widely recognized as a useful contribution to the study of college finance, showed 
what happened when the college housing interest rate was reduced, effective 
August 1955, from 314 percent to 2% percent by adoption of the present formula. 
In the year prior to this reduction, when the rate was still 34 percent, there 
were only 126 applications for loans totaling $98,650,000, but in the year after 
the reduction to 2% percent there were 402 applications for loans totaling 
$429,709,000. It seems reasonable to assume that if the reduction of one-half of 
1 percent brought such a rapid rise in demand for loans in 1955, an increase at 
this time of 144 percent might bring a considerable drop in applications. The 
Weimer report supports this assumption by showing in table VIII-1 that if the 
college loan interest rate were increased to as much as 314 percent, 68 percent of 
the colleges responding believed it would be necessary to withdraw their appli- 
cation for funds. It is reasonably clear, then, on the basis of what has happened 
in the past and on what college officials say about the ability of their institutions 
to pay in the future, that the effect of such an interest rate advance as is proposed 
would be to block much of the expansion urgently required if we are to meet 
student needs which concern us all. 

The demand for a change in the college housing interest rate seems to be based 
primarily on the charge that the present formula involves a subsidy. It is our 
position that the present formula, based on the average rate of interest on all 
Government securities, plus one-fourth of 1 percent for administration, was 
adopted by the Congress in 1955 as fair and equitable. The success of the 
formula led to its continuance by the Congress until now. We submit that 
clearly this formula constitutes no more of a subsidy in 1959 than it did in 1955, 
1956, 1957, and 1958, and that it should not be changed. 

One of the arguments offered against the formula is that since college loans are 
for 40 years, their interest rate should be based on the average Government loans 
extending 15 years or more. This argument, it seems to us, suffers from serious 
oversimplification. When the Treasury floats a long-term bond issue, the entire 
load comes due at the maturity date. College housing loans are of a different 
type, in that portions of the principal are repaid at regular intervals before the 
final maturity date. In effect, therefore, these loans are combinations of loans 
of varying terms, some quite short. Hence there is strong logical justification 
for the present formula, which ties the interest rate to the average rate for all 
interest-bearing obligations of the United States, short and long. 

The demand for a new and higher interest rate charge against the colleges is 
not justified by a close look at the record. .In fact, the history of this program 
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demonstrates that a temporary rise or fall in the general interest rate does 
nothing to destroy the validity of the present interest rate formula. 

Under the current formula the college housing program started out in 1955 
with a rate of 2.75 percent (2.50 plus 0.25) which was the minimum rate, or in 
effect a floor rate. Actually, however, if the rate had been based on calculation 
of the average rates of all Government securities at that time, it would have been 
only 2.601 percent (2.351 plus 0.25). Thus the colleges in 1955 were in fact pay- 
ing an interest rate which afforded the Government a small profit. If in 1956 
and 1957 the general level of interest rates instead of going up had gone down, 
then the Government profit from the college loans would have increased, and I 
am sure the colleges would not have complained. As it happens, however, gen- 
eral interest rates went up, with the result that the average rate paid by the 
Government for its loans came up to the floor rate of 2.75 being paid by the col- 
leges, and continued to rise. Under the formula now in use the college rate was 
adjusted upward to the rising average Government rate in July 1956 to 2% per- 
cent, and in 1957 to 3 percent. But on July 1 of 1958, when the average Govern- 
ment rate showed a decrease, the college rate was adjusted down to 2% percent, 
again giving a fair reflection of what the Government pays for its money. Thus 
the record demonstrates, we believe, that the formula adopted in 1955 has pro- 
vided adequate protection to the Government, and has been effective in encourag- 
ing construction of the student housing which is essential to the welfare and 
strength of the Nation. We submit that the formula is quite as good today as 
when it was adopted in 1955, and that it should be retained. 


PROPOSALS FOR FEDERAL GUARANTEES 


Again this year there are proposals for a new program of Federal guarantees 
of taxable bonds of private educational institutions to aid in financing housing 
and other educational facilities as defined in the existing act. It should be noted 
that this is designed solely to help the private institutions, since the income from 
bonds of public institutions is generally exempt from Federal taxation. The 
council’s committee on relationships of higher education to the Federal Govern- 
ment discovered after inquiry, however, that few institutions believe this plan 
would be of benefit. The committee therefore decided not to endorse the 
proposal. 

PROPOSED EXCLUSION OF PUBLIC INSTITUTIONS 


Mr. Chairman, our group of organizations, representing both private and 
public institutions, is particularly concerned to note the President’s recom- 
mendation that the public colleges and universities henceforth should be ex- 
cluded from the college housing loan program. The very fact that, as the 
President points out, about 60 percent of the demand for these loans has come 
from public institutions in recent years, is substantial evidence of the continu- 
ing need. It seems to us very clear that the enormous responsibilities of 
American education today require the full and vigorous participation of all 
our institutions, and we find it unthinkable that the public colleges and uni- 
versities should be barred from this successful and highly essential program. 

In summarizing our position on the college housing loan program, Mr. Chair- 
man, let me say that we consider it a prime investment in the future of the 
Nation. The program is building the dormitories for our promising young 
men and women, it is costing the taxpayer. nothing, and we believe it merits 
continuance in its present effective pattern of operation. 


LOANS FOR CLASSROOM BUILDINGS AND OTHER ACADEMIC FACILITIES 


Coming now to the important new area of concern recognized in the housing 
legislation approved by this subcommittee last July, and recognized in H.R. 
3492, H.R. 2385, and other bills introduced in this session of Congress, let me 
say that the American council and the other groups here represented have for 
some years been studying the need for a new program of assistance to insti- 
tutions of higher learning for the construction of academic facilities of the 
kinds they require to meet their educational objectives. This would include 
classrooms, laboratories, libraries, and related facilities. The council’s com- 
mittee on relationships of higher education to’ the Federal Government recom- 
mended early in 1958 that the Federal Government should move promptly .to 
strengthen higher education by assisting the institutions to “expand and im- 
prove academic facilities.” 
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All of us realize, of course, that the issue can be met with true wisdom only 
when the dimensions of our requirements are known. Accordingly the council, 
in an effort to get the facts as te needs for expansion of facilities in higher 
education between 1958 and 1970, asked Dr. John D. Long, of the School of Busi- 
ness, Indiana University, to make an appropriate study. A copy of his findings 
has been placed in the hands of each member of your committee, but I should 
like to summarize his findings here briefly. 

Dr. Long and his associates at Indiana University have prepared two basic 
estimates of the amount of money needed by colleges and universities in the 
United: States to develop a physical plant (buildings and service equipment) 
of minimum adequacy to accommodate all the qualified students who will seek 
admission in 1970. They have been cautious and conservative, making allow- 
ance for the probability that we shall develop improved use of space, and more 
efficient methods of teaching. 

In the first estimate, based on expansion and replacement for existing insti- 
tutions only, with no allowance for the acquisition and development costs of 
land, the cost in terms of March 1958 construction dollars would run from a 
high of about $15 billion to a low of about $12 billion, depending on different 
projections of enrollment. Of these amounts, about two-thirds, $11 to $9 billion, 
would be for other-than-residential facilities. 

In the second estimate, based on plans prepared by various States for meet- 
ing their own long-run needs in higher education, we find that plant require 
ments for minimum adequacy, including the establishment of some new insti- 
tutions, will run from a high of $14 billion to a low of $11 billion, depending 
likewise on different projections of enrollment. Here also about two-thirds of 
the cost, $9 to $7 billion, would be for other than residential facilities. 

Thus we find that the cost of minimum adequacy in academic facilities from 
1958 until 1970 will run from a high of about $11 billion to a low of more than 
$7 billion. Such a construction program over a period of 12 years clearly is 
far beyond the present resources of the institutions. Even with all available 
local and private sources doing their utmost it is our opinion that minimum 
plant expansion will require the substantial supplemental aid of the Federal 
Government. The judgment of the institutions and of the organizations repre- 
senting them here is supported by extended investigations by important inde 
pendent agencies such as the President’s Committee on Education Beyond the 
High School and the Rockefeller Brothers Fund. 

This being a new program, we have no experience upon which to base our 
judgment as to the amount of Federal loans for this purpose which would be 
borrowed in the first year by the institutions. Their response will be governed 
chiefly, one may assume, by their projected needs, and by their anticipated 
revenue from various sources with which to amortize the long-term loans. In 
considering an amount necessary to get the program off to a minimum start, 
however, we propose $250 million as provided in H.R. 3492, and urge that this 
program be embodied in the omnibus housing bill now being written by this 
subcommittee. 

Mr. Chairman, a program of loans for academic facilities, added to the new 
program of support for graduate study provided in legislation passed last 
year, would constitute a major breakthrough for this Nation toward its needs 
in higher education. Institution after institution is looking for this kind 
of direct, practical, economical assistance in order to expand the preparation 
of good minds for useful careers in all areas. We urge you to give the most 
earnest consideration to this new program based solidly, we believe, on the 
successful experience of the Government and the colleges with the college 
housing loan program. 


TESTIMONY ON THE COLLEGE Housinc LOAN PROGRAM AND A PROPOSED PROGRAM 
oF LOANS FoR ACADEMIC FACILITIES 


By Hurst R. Anderson, president, the American University, Washington, D.C., 
representing the American Council on Education, American Association of 
Land-Grant Colleges and State Universities, Association for Higher Bduca- 
tion, National Bducation Association, Association of American Colleges 


Mr. Chairman and gentlemen of the committee, I am Hurst R. Anderson, 
president of the American University. I represent on this occasion the American 
Council on Education, the American Association of Land-Grant Colleges and 
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State Universities, the Association for Higher Education of the National Edu- 
eation Association, and the Association of American Colleges. In order to 
save the time of the committee, I wish first to present for the record a compre- 
hensive prepared statement in support of the recommendations which I plan 
to outline in my brief oral presentation. 

Mr. Chairman, all of us are well aware that we are considering today what 
provisions should be made for giving further life to the college housing loan 
program during the two fiscal years, 1959 and 1960. No additional funds were 
authorized in 1958 for this program since Congress passed no housing bill at 
its last session. But even though no funds were available, applications for 
additional loans were invited during the past 6 months by the President of 
the United States, and colleges and universities throughout the country have 
submitted such applications in good faith. Our recommendations for au- 
thorization of additional funds, therefore, cover the 2-year period from July 1, 
1958, to July 1, 1960. 

The experience during the last complete normal year, which ended June 30, 
1958, demonstrates an urgent need for approximately $250 million a year for 
dormitories. We agree with the administration, however, that in the current 
fiscal year, because of the lack of authorized funds during so large a portion of 
the period, the demand probably will not exceed $200 million. The total for the 
2-year period then should be this $200 million, plus $250 million for fiscal 1960, 
or $450 million, and to this should be added $50 million for dining halls, infir- 
maries, and related facilities, since funds for this portion of the program have 
been exhausted. The recommended grand total of $500 million does not include 
provision for hospitals, since this section of the program is outside the province 
of higher education. If $75 million were added for housing of student nurses 
and interns as provided in H.R. 2357, the grand total would be $575 million. 

I hardly need say that we deplore the recommendations in the President’s 
budget message which, for all practical purposes, would terminate expansion 
of the program on June 30 of this year. 

We note with gratification that H.R. 2357 has no provision changing the 
interest rate formula. The present formula is thoroughly justified in theory and 
has had excellent results in practice. An explanation of our position on this is 
included in the comprehensive statement before you. 

The proposed change in the interest formula is simply another in a series of 
annual attempts to destroy the program by making the interest charge prohibi- 
tively high. If adopted as of today, it would raise the college rate from 2% 
percent to 4 percent. At this rate, even the $54 million offered for new loans 
in fiscal 1960 might well be more than the colleges could afford to make use of. 

The proposed $100 million authorization to guarantee the taxable obligations 
of private institutions is merely an idle gesture. Since there has never been a 
default by a college or university on a housing loan from any source in the 
entire history of American higher education, a Federal guarantee is not neces- 
Sary, and would be, so far as we can determine, of no significant assistance in 
lowering the interest charged by private lenders. 

We emphatically oppose the exclusion of public colleges and universities from 
the college housing loan program as proposed in the President’s budget message. 
This, Mr. Chairman, is an amazing, even a shocking proposal. The budget mes- 
sage attempts to justify it on the ground that public colleges and universities, 
through issuance of tax-exempt securities, can command an interest rate suffi- 
ciently low to meet their needs. 

In the first place, Mr. Chairman, the obligations of public colleges and univer- 
sities command varying interest rates in the market. Some are able to get 
especially favorable rates because of local and regional money market conditions. 
Others must go into distant markets and pay higher rates. 

The point is that if public colleges or universities can obtain rates and condi- 
tions as favorable, or even approximately as favorable, as the Federal loan rate, 
they will do so. If they cannot do so, there is no reason under the sun why they 
should be barred from participating in a Federal, public, national program to 
aid in meeting the pressing needs of higher education. 

There are two major factors involved in determining the usefulness of a 
college housing loan. One is the interest rate, the other the length of the loan 
period. Until the enactment of the Federal college housing loan program, 
private lenders seldom were willing to make loans for more than a 15-year period. 
Making students pay off in 15 years the debt on a facility which may have a 
useful life of 50 or more years is on the face of it inequitable, and it substantially 
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increases the cost to the student. The availability of long-term Federal credit 
has, for whatever reasons, been accompanied by a willingness on the part of 
many private lenders to extend long-term credit. The exclusion of public 
colleges and universities from the program would thus have a double effect. It 
would deny them the benefit of the interest rate if their circumstances are such 
that it would be helpful to them; it would tend to reduce the prospect of their 
getting long-term credit needed to spread amortization costs over several gener- 
ations of students and thus keep down the charges to any one group. The 
proposal clearly is unjustified and presents a serious hazard to the progress of 
higher education in this country. 

We strongly urge, therefore, that the recommendations in the President’s 
budget message be rejected, with the single exception of the $200 million additional 
authorization of funds for fiscal 1959, which is included in our general recom- 
mendations made above. 

Mr. Chairman, in addition to urging continuation of the present college housing 
loan program at the level of effectiveness achieved in fiscal 1958, we advocate 
the establishment of a new program of loans for classroom buildings and other 
academic facilities, as provided in the Housing Act of 1958 reported by this 
subcommittee last July. Our recommendation is in agreement with the proposal 
you made then of an initial authorization of funds for this program of $250 
million. At this time we find that such a program for academic facilities, includ- 
ing an authorization of $250 million, is provided in H.R. 3492 introduced January 
27, and we recommend that this legislation be included in the omnibus housing 
bill now being written by this subcommittee. 

There is evidence from careful studies that in order to provide for a doubling 
of enrollment in the next decade, American institutions of higher learning will 
need to spend more on academic buildings than on housing. Allowing for the 
inevitable lag in setting up a new program, we are confident that the demand for 
loans for academic buildings will very soon be at least as great as that for housing 
loans. 

Mr. Chairman, I have sketched our general recommendations with a minimum 
of elaboration, leaving the details for my full statement offered for the record. 
May I emphasize that the four organizations which I represent have sent me 
here for two purposes: (1) To urge the continuation of the college housing loan 
program at a level of demonstrated effectiveness and (2) to recommend the 
establishment of a parallel but separate program for classrooms, laboratories, 
and other academic facilities. We ask favorable consideration of these proposals 
in the name of the youth of this country who in future years will be qualified for 
college education, but will be denied it, unless every agency in our society that 
can offer support provides that support in full measure. It is essential that the 
Federal Government continue to do its part. 


ASSOCIATION OF COLLEGE UNIONS, 
Madison, Wis., January 23, 1959. 
Congressman ALBERT RAINS, 
Chairman, Subcommittee on Housing of the House Banking and Currency 
Committee, House Office Building, Washington, D.C. 

DEAR CONGRESSMAN RaINns: We have just learned today that the House 
Subcommittee on Housing of the House Banking and Currency Committee will 
meet January 29 to receive testimony regarding the college housing loan program. 

The Association of College Unions, representing 350 institutions of higher 
learning, would like to be recorded as strongly supporting the recommendation 
of the American Council on Education that the college housing loan bill include 
an authorization of $50 million for student union buildings (or student centers) 
and related facilities. 

We are submitting with this letter the statement of “The Case for the Continued 
Federal Financing of College Union Buildings” as presented last October 7 to 
the College Housing Advisory Committee and the Housing and Home Finance 
Agency staff at Washington, with the request that this statement be given to 
the committee and made a part of the record of the hearing. 

This attached statement is made on behalf of the Association of College Unions 
and is based upon a resolution adopted unanimously by 300 delegates from colleges 
and universities assembled at the national conference of the association last 
April. It elaborates upon the case for Federal loans for unions submitted by our 
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association and the American Council on Education to the Senate and House 
subcommittees last spring. The evidence and arguments set forth in this state- 
ment apply fully to the present situation, especially since the loan fund previously 
authorized for college unions is now completely exhausted and the need is as 
great, or greater, than ever. 

We earnestly invite a reading of this case for the continuation of the loan 
program for union buildings because we believe it will help clear up some confu- 
sion existing in some quarters concerning the part such buildings play in the 
housing program. We deeply appreciate the consideration your committee has 
given in the past, and will be giving in the future, to this phase of the college 
housing program. 

Respectfully submitted. 

PorTER Butts, 
Member of the Executive Committee and Editor of Publications. 


{From the Bulletin of the Association of College Unions, vol. XXVI, No. 4, December 1958] 
THE CASE FOR THE CONTINUED FEDERAL FINANCING OF COLLEGE UNION BUILDINGS 


A statement presented at the meeting of the College Housing Advisory Committee 
and Housing and Home Finance Agency staff at Washington, October 7, by 
Porter Butts, editor of publications, Association of College Unions 


I assume there is no need to present anew to this advisory group, the Housing 
Agency, or perhaps even to Congress a justification for Federal loans to help 
accomplish the housing that colleges must have if they are to do the job of ac- 
cepting and educating students that everybody wants them to. But there does 
appear to be a need to restate the case for one phase of the housing program, 
because there have arisen some misconceptions over what college housing is and 
the ways in which it must be arranged at a given institution. 

The policy subcommittee of the college housing advisory group, for example, 
in 1957 reported it did not feel the same sense of urgency about union loan 
applications that they did concerning dormitories. And we are all aware of 
President Eisenhower's advice early this year: ‘“To meet the increased needs for 
college housing arising from soaring enrollments, Federal loans to colleges should 
be entirely for essential dormitories, and should no longer be made for student 
unions and other less essential facilities.” 


EATING LESS ESSENTIAL THAN SLEEPING? 


The case for the union phase of the housing program, reduced to its simplest 
terms, is that a house consists of a bedroom, dining room, and living room, and 
that on the college campus the living room and the dining room are commonly 
called a union. 

To start with the dining room: I think we ought to be able to muster support 
from the Budget Bureau, the President. and Congress in the forthcoming session 
for the proposition that eating is not less essential than sleeping. (I believe if 
you asked college students, the object of all our efforts and affection, they might 
say eating is more essential than sleeping. ) 

I do not mean to beg the question and leave it there. I wish now to demon- 
strate that the union is, primarily, a dining room. 


DINING THE UNIVERSAL CHARACTERISTIC 


In a nationwide survey by our Association of College Unions it has been con- 
firmed that virtually every union includes a dining facility; 90 percent include 
a lunchroom and snackbar; 72 percent include general cafeterias; 80 percent 
include lounges, necessary as a place to be before and after meals; and 72 per- 
cent include the checkrooms necessary as a place to hang your hat while eating. 
Aside from these dining and dining-related facilities, no other type of facility is 
found in as many as half of all unions except for meeting rooms, ballroom, and 
table tennis—and meeting rooms and ballroom are important in taking care of 
the group dining needs of a campus. 

So far as the HHFA-approved unions are concerned: the Agency reported 
in April that of the 70 union projects processed to reality up to November 
30, 1957, 59 were for buildings which served the dining needs of students, 
functioning as essential complements of dormitories. 
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increases the cost to the student. The availability of long-term Federal credit 
has, for whatever reasons, been accompanied by a willingness on the part of 
many private lenders to extend long-term credit. The exelusion of publie 
colleges and universities from the program would thus have a double effect. It 
would deny them the benefit of the interest rate if their circumstances are such 
that it would be helpful to them; it would tend to reduce the prospect of their 
getting long-term credit needed to spread amortization costs over several gener- 
ations of students and thus keep down the charges to any one group. The 
proposal clearly is unjustified and presents a serious hazard to the progress of 
higher education in this country. 

We strongly urge, therefore, that the recommendations in the President’s 
budget message be rejected, with the single exception of the $200 million additional 
authorization of funds for fiscal 1959, which is included in our general recom- 
mendations made above. 

Mr. Chairman, in addition to urging continuation of the present college housing 
loan program at the level of effectiveness achieved in fiscal 1958, we advocate 
the establishment of a new program of loans for classroom buildings and other 
academic facilities, as provided in the Housing Act of 1958 reported by this 
subcommittee last July. Our recommendation is in agreement with the proposal 
you made then of an initial authorization of funds for this program of $250 
million. At this time we find that such a program for academic facilities, includ- 
ing an authorization of $250 million, is provided in H.R. 3492 introduced January 
27, and we recommend that this legislation be included in the omnibus housing 
bill now being written by this subcommittee. 

There is evidence from careful studies that in order to provide for a doubling 
of enrollment in the next decade, American institutions of higher learning will 
need to spend more on academic buildings than on housing. Allowing for the 
inevitable lag in setting up a new program, we are confident that the demand for 
loans for academic buildings will very soon be at least as great as that for housing 
loans. 

Mr. Chairman, I have sketched our general recommendations with a minimum 
of elaboration, leaving the details for my full statement offered for the record. 
May I emphasize that the four organizations which I represent have sent me 
here for two purposes: (1) To urge the continuation of the college housing loan 
program at a level of demonstrated effectiveness and (2) to recommend the 
establishment of a parallel but separate program for classrooms, laboratories, 
and other academic facilities. We ask favorable consideration of these proposals 
in the name of the youth of this country who in future years will be qualified for 
college education, but will be denied it, unless every agency in our society that 
ean offer support provides that support in full measure. It is essential that the 
Federal Government continue to do its part. 


ASSOCIATION OF COLLEGE UNIONS, 
Madison, Wis., January 23, 1959. 
Congressman ALBERT RAINS, 
Chairman, Subcommittee on Housing of the House Banking and Currency 
Committee, House Office Building, Washington, D.C. 


DEAR CONGRESSMAN RaIns: We have just learned today that the House 
Subcommittee on Housing of the House Banking and Currency Committee will 
meet January 29 to receive testimony regarding the college housing loan program. 

The Association of College Unions, representing 350 institutions of higher 
learning, would like to be recorded as strongly supporting the recommendation 
of the American Council on Education that the college housing loan bill include 
an authorization of $50 million for student union buildings (or student centers) 
and related facilities. 

We are submitting with this letter the statement of “The Case for the Continued 
Federal Financing of College Union Buildings” as presented last October 7 to 
the College Housing Advisory Committee and the Housing and Home Finance 
Agency staff at Washington, with the request that this statement be given to 
the committee and made a part of the record of the hearing. 

This attached statement is made on behalf of the Association of College Unions 
and is based upon a resolution adopted unanimously by 300 delegates from colleges 
and universities assembled at the national conference of the association last 
April. It elaborates upon the case for Federal loans for unions submitted by our 
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association and the American Council on Education to the Senate and House 
subcommittees last spring. The evidence and arguments set forth in this state- 
ment apply fully to the present situation, especially since the loan fund previously 
authorized for college unions is now completely exhausted and the need is as 
great, or greater, than ever. 

. We earnestly invite a reading of this case for the continuation of the loan 
program for union buildings because we believe it will help clear up some confu- 
sion existing in some quarters concerning the part such buildings play in the 
housing program. We deeply appreciate the consideration your committee has 
given in the past, and will be giving in the future, to this phase of the college 
housing program. 

Respectfully submitted. 
PorTER Butts, 
Member of the Executive Committee and Editor of Publications. 


{From the Bulletin of the Association of College Unions, vol. XXVI, No. 4, December 1958] 
THE CASE FOR THE CONTINUED FEDERAL FINANCING OF COLLEGE UNION BUILDINGS 


A statement presented at the meeting of the College Housing Advisory Committee 
and Housing and Home Finance Agency staff at Washington, October 7, by 
Porter Butts, editor of publications, Association of College Unions 


I assume there is no need to present anew to this advisory group, the Housing 
Agency, or perhaps even to Congress a justification for Federal loans to help 
accomplish the housing that colleges must have if they are to do the job of ac- 
cepting and educating students that everybody wants them to. But there does 
appear to be a need to restate the case for one phase of the housing program, 
because there have arisen some misconceptions over what college housing is and 
the ways in which it must be arranged at a given institution. 

The policy subcommittee of the college housing advisory group, for example, 
in 1957 reported it did not feel the same sense of urgency about union loan 
applications that they did concerning dormitories. And we are all aware of 
President Eisenhower's advice early this year: ‘“‘To meet the increased needs for 
college housing arising from soaring enrollments, Federal loans to colleges should 
be entirely for essential dormitories, and should no longer be made for student 
unions and other less essential facilities.” 


EATING LESS ESSENTIAL THAN SLEEPING? 


The case for the union phase of the housing program, reduced to its simplest 
terms, is that a house consists of a bedroom, dining room, and living room, and 
that on the college campus the living room and the dining room are commonly 
called a union. 

To start with the dining room: I think we ought to be able to muster support 
from the Budget Bureau, the President. and Congress in the forthcoming session 
for the proposition that eating is not less essential than sleeping. (I believe if 
you asked college students, the object of all our efforts and affection, they might 
say eating is more essential than sleeping. ) 

I do not mean to beg the question and leave it there. I wish now to demon- 
strate that the union is, primarily, a dining room. 


DINING THE UNIVERSAL CHARACTERISTIC 


In a nationwide survey by our Association of College Unions it has been con- 
firmed that virtually every union includes a dining facility ; 90 percent include 
a lunchroom and snackbar; 72 percent include general cafeterias; 80 percent 
include lounges, necessary as a place to be before and after meals; and 72 per- 
cent include the checkrooms necessary as a place to hang your hat while eating. 
Aside from these dining and dining-related facilities, no other type of facility is 
found in as many as half of all unions except for meeting rooms, ballroom, and 
table tennis—and meeting rooms and ballroom are important in taking care of 
the group dining needs of a campus. 

So far as the HHFA-approved unions are concerned: the Agency reported 
in April that of the 70 union projects processed to reality up to November 
30, 1957, 59 were for buildings which served the dining needs of students, 
functioning as essential complements of dormitories. 
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DINING THE KEY UNION NEED 


Dining was not there just because the colleges wanted to please the HHFA 
and be surer of getting a union loan. Dining was the prime need that prompted 
the applications. I have seen the results of the surveys of what students 
want most and need most in a union—surveys conducted among students as 
part of the planning process of making a union fit the needs of a particular 
campus. In every 1 of 16 surveys conducted on campuses large and small, 
residential and nonresidential, liberal arts or technical, coed or men only, a 
lunchroom—place to eat—was the number one demand and need out of some 
35 typical facility needs. A cafeteria was often second, especially at com- 
muter institutions; even after including those colleges where many students 
are fed in dormitories and fraternities, the cafeteria ranked fifth. 

If a union were to consist of only one facility, it would be a lunchroom, or 
snackbar. Many unions on small campuses are just that. 





MOST UNION SPACE IS DINING SPACE 


But, one may rightly ask, granted student need and demand, and granted 
virtually all unions include dining, is not dining only an incident to many 
other facilities that one could say are less essential? 

The answer is “‘No.” 

I picked six unions at random from among many for which I have detailed 
anea data, and which have applied for HHFA loans. The dining and kitchen 
areas, with the supporting entrance facilities, washrooms, and mechanical space 
necessary to a usable dining hall, ranged from 52 percent to 77 percent of the 
union area, for an average of 62 percent. 

This is fairly typical also of unions already built. The core of almost every 
union is its dining facilities. And it is almost a universal truism that more 
students are served every day by the union’s dining facilities than all other 
union facilities put together. 

WHY THE DOUBT? 


Why, then, is there any doubt about extending the union loan program? It 
is because some do not understand the nature of the housing and dining needs 
on many campuses, and they do not understand that it is the facility we call 
a union that furnishes the answer to part, or all, of the need. 

(Here let me pause to say that I am not speaking just for myself but am 
referring to a statement adopted unanimously by the 300 delegates assembled 
at our national conference of unions last April and am reflecting the case for 
Federal loans for unions as it was subsequently presented by our association 
to the Senate and House subcommittees on Housing—both of which groups ap- 
peared to concur, because they increased the allocation for union loans, as the 
American council and the union association recommended, from $25 million 
to $50 million. And, as you know, both the full Senate and House also passed 
the Housing Act by a wide majority—with this $50 million allocation in 
it—though, unfortunately, since the bill came up under suspension of rules 
in the House, it fell a few votes short of the two-thirds vote required.) 


TWO WAYS TO PROVIDE DINING 


Unless the matter is explained, when you speak of housing, or a housing act, 
people think of a house—or in the case of colleges, of a dormitory—and they 
assume that whoever lives in it is going to do both his sleeping and eating 
there—under one roof. 

The thing that calls for clarification and understanding throughout is that 
in the college situation dining facilities are provided in one of two ways: 
either as part of a dormitory or in a separate structure. 

The strikingly noticeable trend in recent years has been to build a separate 
central dining hall for the purpose of feeding dormitory students and to feed 
other students there too—for the simple and compelling reason that it is far 
cheaper to build and operate one central dining hall than it is to build and 
operate separate dining rooms and common rooms in each of several dormi- 
tories, and then build another dining service for other students besides. 
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SEPARATE DINING POSSIBLE ONLY AS UNION LOAN 


When you have built a central dining hall and added the necessary sup- 
porting common rooms and services—washrooms, a place to hang your coat, 
a lobby that lets the cafeteria lineup get in out of the rain, and a lounge where 
you can wait until the dining room opens or read a newspaper what you have 
is the core of any union. And this is what these central buildings are com- 
monly called unions or student centers. 

Then, on many campuses, as we all know, the college needs few dormitories 
or none whatever, simply because students don’t sleep on the campus; they sleep 
at their own homes. These are the urban institutions where from 50 percent to 
100 percent of all students commute from a distance. But when they’re on 
the campus they have to eat and have a place to be between classes. Hence, 
again, the dining center and living room—the union. 

But, as I understand it, it is possible to build such dining halls and living 
rooms for commuters and for students housed in dormitories constructed with- 
out dining facilities only under the union and student center authorization of 
the College Housing Act. 


THE GROWING COMMUTER REQUIREMENT 


To terminate the union phase of the Federal program would thus result in a 
serious imbalance in meeting the living needs of students. 

It would mean that urban colleges could expect no help in handling their most 
crucial problem—providing dining and elementary living space for commuting 
students. This matter of taking care of the students who commute to college 
is not an incidental housing need. Looking ahead, we see that it can rightly 
be described as the main need. Prof. Kenneth Little, former Deputy Commis- 
sioner of the U.S. Office of Education, whose speciality is determining trends 
affecting educational planning, reports in a forthcoming issue of the Journal 
of Higher Education : 

“The plans and programs of the States reflect the development of a steady and 
rapid migration of people to populous areas. Colleges in these areas are growing 
and expanding. * * * Most of the students who attend college in the future will 
be commuting students. This trend has meaning for those who are planning 
housing programs for the future.” 


NO PLACE TO EAT? 


For residential colleges, the ending of the union loans would mean that those 
which have already built sleeping-room-only dormitories, or are committed to 
this pattern in their campus planning, would be without the means of financing 
the necessary complementary dining halls, unless they could obtain private fi- 
nancing, which is very difficult for many institutions to arrange at terms they 
can afford, or to arrange at all. In other words, without the loan provision for 
unions, many institutions would have facilities where students could sleep but 
none where they could eat. 

In the case of still other institutions where more dormitories are yet to be 
built, should there be no Federal funds for financing unions, and the institutions 
are thus forced by revisions of the housing program to build the necessary 
dining facilities and common rooms as part of the dormitories—if they are to 
have any additional dining at all—it would cost much more to do it that way, 
and since such Federal funds as are authorized for dormitories would have to 
be spent on dining halls and common rooms within the dormitories, fewer bed- 
rooms could be built and many less students provided for under the dormitory 
part of the Housing Act than would otherwise be possible. 


SOLUTION IS UNION LOAN PROGRAM 


Thus, the union phase of the housing program—so far as dining is con- 
cerned—has the following important advantages : 

1. It permits colleges to meet the living requirements of students in a bal- 
anced way and in accordance with the local needs of a given campus. 

2. It accomplishes the necessary dining facilities at less capital outlay and 
less operating cost. 

3. It makes the funds for dormitories go further in building more sleeping 
quarters and providing for more students. 
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4. It provides the only means of meeting the needs of communting students, 
who are already counted by the hundreds of thousands and who are likely to 
outnumber all the students who live on or near the campus put together. 


CASE FOR “LIVING ROOM” FACILITIES 


Now if someone should say, “What about those other union facilities that 
aren’t dining; they’re the ones that make the program hard to sell,” I would 
answer : 

First: For the most part they are not built with Federal loan funds. There 
are special cases and exceptions, of course, but as mentioned a moment ago, a 
sampling of union projects shows dining facilities, on average, running 62 per- 
cent of the project area. In dollar value, considering the expensive mechanical 
services and fixed kitchen equipment required, this dining and dining-related 
space probably averages 70 to 80 percent of the project cost. Federal funds 
loaned for unions to date average 72 percent of the allowable costs. The col- 
lege pays the rest. 

Second: Consider your own house or apartment. Does it have a living room 


in it—a place to read, to talk with your friends, to play a game, to listen to, 


music? Again, I think we could find agreement that a house consists of a bed- 
room, a dining room, and a living room. These are the normal, minimum re- 
quirements of meeting the basic living needs of everybody. A house, thus, is a 
three-legged stool. Sit on a two-legged stool and you don’t stay off the floor 
very long. And it’s hardly an ideal posture for concentration on studying. 


DORMS, COMMUTERS RELY ON UNION 


Third: Recognizing this, the colleges plan dormitories that have lounges, 
dens, recreation, and other common rooms—and the Federal Government loans 
the money. Why not in conjunction with the union dining rooms, too? Many 
dormitories have been built with bedrooms only, in the expectation that the 
union will provide the necessary living space as well as the dining space. The 
nondormitory student, stuck on the campus all day with no room of his own, 
needs even more than the dormitory student a place to sit down, a place to go 
between classes, a place to meet friends and play a game, listen to music, or 
hold a discussion. 

Fourth: To accomplish just a workable, decent dining hall, many of these 
supplemental living room facilities have to be built in any case—unless one 
has in mind an oldtime Army messhall where you line up out in the weather— 
and this nobody wants to build for permanent college use if he can help it. A 
college shouldn’t be penalized because it adds to its dining room the necessary 
living space that goes with dining and calls it a union or center. 


HOUSING ACT RECOGNIZES NEED 


Fifth: The college housing law provides specifically for “housing and other 
educational facilities,” such as “dining halls, student centers, or student unions.” 
So the Housing Act recognizes that housing is more than shelter for sleeping. 
It speaks of dining halls and unions as additive. And what is union? The 
union from its beginnings in America 60 years ago, has provided—besides the 
central campus dining hall—living rooms, workrooms, and recreation facilities. 
Now, it can’t provide separate living rooms for individuals,. so some of the 
spaces are fairly large and varied. Considering that hundreds, even thousands, 
of students are involved, this should not surprise anyone. These central living 
spaces make the family life of the college possible, which educators everywhere 
regard as especially necessary in meeting the living needs and sustaining the 
morale of young people away from home. 


THE PRESIDENT’S VIEW 


The living room part of housing alone, quite aside from dining, fully justifies 
Federal financing of unions. 

At the turn of the century our own president Van Hise of Wisconsin appealed 
for our union in his inaugural address—because, he said, “When a student goes 
out into the world, no other part of his education is of such fundamental im- 
portance as the capacity to deal with other men, * * * Nothing the professor 
or the laboratory can do for a student can take the place of his daily close 
companionship with his fellows.” 
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In more recent years, one of the strongest proponents of providing a union 
and its living room and recreation space was Dwight Eisenhower as president 
of Columbia University. In his first meeting with Columbia students, addressing 
the young men he knew must be, along with others, the future leaders of this 
country in civic life or in war, and echoing his conviction, born out of his own 
long experience in leading men, that discouragement—poor morale—is the most 
paralyzing force that can afflict any human being and his effectiveness, he said: 

“You have not been given the facilities here that you deserve. I can tell you 
one thing, gentlemen, I’m going to help you get them. I mean it. The day 
that goes by without your having had some fun—the day you don’t enjoy life— 
is not only unnecessary but un-Christian.” 

So Columbia now has a union building. 


THE CURRENT URGENT NEED 


The need of colleges for union buildings is still very great. 

Of more than 1,700 recognized institutions of higher education, only about 500 
have been able to finance unions to date. The remainder feed their students 
in classroom basements (in some cases only vending machines in the corridors 
are available) ; in temporary World War II (and even World War I) surplus 
wooden frame buildings that are firetraps; in old converted class buildings that 
are overcrowded and frequently serious fire and health hazards; in dormitories 
on a crowded triple shift basis; or not at all. At many urban colleges where 
students commute, students must eat cold bag lunches sitting on the stairs of 
class buildings, in parked cars, or travel long distances to downtown lunchrooms 
or back to their homes far away. 

We have seen countless such situations across the country ; we can name them. 
Few of these institutions without unions are prepared to handle well their pres- 
ent students, not to mention the increased enrollments to come. 

At our association office we hear every few days of colleges which are just 
beginning to plan unions to feed either their dormitory or commuting students 
or both. In most cases they have been relying upon Federal loans. They ex- 
press grave anxiety over the news that HHFA loan funds have been exhausted. 


A PLEA FOR UNDERSTANDING 


I assume that urgent efforts will be made to win an extension of the college 
housing program. In this effort I make a a plea for an understanding of the 
proposition that where college housing is concerned it is as important to provide 
a dining room and living room as it is a sleeping room, that eating and the 
chance to associate with one’s fellows are as necessary to a college student as 
they are to anybody else—and that in many, many cases the central building we 
call a union is the best answer, and in some cases the only answer, to the par- 
ticular, pressing question of where the student, whether he sleeps in a dormitory 
or sleeps at home, will get his meal. 

Mr. Appontz10. The next witnesses are Julian Levi, University of 
Chicago, and George Baughman of New York University. 

Mr. Levi. Charles Farnsley, representing the University of Louis- 
ville, and Ralph D. Pittman, representing Baylor University, are 
joing us around the table. 


STATEMENT OF JULIAN LEVI, UNIVERSITY OF CHICAGO, ACCOM- 
PANIED BY GEORGE BAUGHMAN, NEW YORK UNIVERSITY; 
CHARLES FARNSLEY, UNIVERSITY OF LOUISVILLE; AND RALPH 
D. PITTMAN, BAYLOR UNIVERSITY 


Mr. Barrerr. Mr. Chairman, may I ask Mr. Levi a question ? 

Mr. Levi. Yes. 

Mr. Barrerr. Isn't it true that John L. Moore, who is the vice pres- 
ident of the University of Pennsylvania, thinks exactly as you do and 
would submit the same statement verbatim you are going to submit 
here today ? 
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Mr. Levi. That is correct, Mr. Barrett. Asa matter of fact, I have 
Mr. Moore’s statement which I propose to file as part of my testimony, 
with the permission of the chairman if that may be done. 

Mr. Barrett. I have known John Moore for many years. He is a 
great executive and a great American. 

Mr. Levi. He has been of tremendous assistance to us. In order 
that I may be sure to forget nothing, Mr. Chairman, I would like to 
ask for permission to file a draft of the proposed paragraph which we 
would hope might be included in the legislation under consideration, a 
one-page explanation of it, the statement of Mr. John L. Moore, busi- 
ness vice president of the University of Pennsylvania, an article which 
appears in the current issue of Architectural Forum entitled “New Job 
for Colleges,” and a copy of an article which appeared in House and 
Home this past month entitled “Chicago's Struggle To Save a High 
IQ Square Mile.” 

Mr. Apponiz1o. That may be done at the end of your statement. 

Mr. Levi. Now, Mr. Chairman, my name is Julian H. Levi. I reside 
at 5622 South Woodlawn Avenue, Chicago, Ill. I am executive direc- 
tor of the South East Chicago Commission. I appear here on behalf 
of the University of Chicago at the request of Chancellor Lawrence A. 
Kimpton of the university, as well as the South East Chicago Com- 
mission. 

Some 7 years ago, the University of Chicago, acting with the people 
of the community, organized the South East Chicago Commission to 
deal with the problems of the neighborhood around the University of 
Chicago. Chancellor Kimpton has been president of the South East 
Chicago Commission since its inception. 

In these years, problems of our Hyde Park-Kenwood communities 
have been dealt with as thoroughly as those of any community in the 
country. We have a title I project, a large urban renewal conserva- 
tion project and a neighborhood redevelopment plan under the Ilinois 
neighborhood redevelopment statutes. 

Throughout this entire period, we have been aided and assisted 
at every point by Mayor Daley and the City Council of Chicago and 
the Federal Urban Renewal Authorities. 

In addition, approximately 18 months ago, under the aegis of the 
American Association of Universities, some 14 institutions located 
all over the country began to exchange data and information as to 
their environmental problems. This study was coordinated by our 
planning unit and what is said to you today reflects not only our own 
experiences over the past 7 years but the results of nationwide exami- 
nation of the problems. 

Mr. Chairman, you will be interested to know that included in the 
universities whose problems we looked at are the University of Cali- 
fornia, the University of Chicago, Columbia University, George Wash- 
ington University, Harvard University, the Medical School of In- 
diana University at Indianapolis, Johns Hopkins in Maryland, Massa- 
chusetts Institute of Technology, the University of Michigan, New 
York University, the University of Pennsylvania, Tulane University, 
Vanderbilt University, Washington University in St. Louis. 

In addition to that, a number of other universities including Baylor, 
Waco, the University of Louisville at Louisville, and the University 
of Southern California at Los Angeles have joined in the examination 
of the problem. 
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American universities are now confronted with unprecedented de- 
mands. The President’s Committee on Education Beyond the High 
School in its second report to the President said : 

Our colleges and universities are expected by the American public to perform 
something close to a miracle in the next 10 to 15 years. They are called upon 
to provide education of a continually improving quality to a far larger number 
of students—at least 6 million by 1970 compared to 2 million now. * * * 

This great expansion of capable young people seeking education beyond high 
school represents an enermous opportunity and challenge for our society. But 
our institutions of higher learning, despite their remarkable achievements in 
the past, are in no shape today to meet the challenge. Their resources are al- 
ready strained; their quality standards are even now in jeopardy, and their pro- 
jected plans fall short of the indicated need. 

Inevitably the major impact of this expansion required in our na- 
tional interest must fall upon existing institutions. It is upon their 
faculties and facilities, it 1s upon their academic traditions that the 
basic increase in capacity must be built. 

Yet these institutions are landlocked ; they have no open campus area 
available for required expansion. The story over the entire country 
is that it is virtually impossible for such institutions to assemble usable 
construction sites through the acquisition of needed land by nego- 
tiation. 

The problem has an even grimmer aspect. Many of the proudest 
universities in our country are today confronted with environments of 
slum and blight or near slum and blight about them. These conditions 
drive faculty out of the university communities and turn faculty into 
commuters. The consequences of this migration are vital to the fu- 
ture of our Nation. America cannot survive with punch-clock univer- 
sities harassed by urban renewal problems. 

A simple example may make this clear. Over the past year, I have 
compared the calendars of academic events carried on at the Univer- 
sity of Chicago in contrast with a similar calendar of another distin- 
guished university, also located in a great metropolitan center. 

The Chicago schedules start at 7 o’clock in the morning and run 
until 10 and 11 o’clock at night. Late afternoon seminars, evening 
meetings, colloquiums appear day after day. 

The calendar of the other institution only seldom records an event 
after 4:30 in the afternoon. Why? The answer issimple. It has to 
do with the habits and requirements of a commuting faculty where 
the events of an academic day must be compressed between the hours 
when the commuters’ train arrives and the hour when it departs. 
This arrangement creates—not the “community of scholars”—it in- 
stead promotes “their mere collection” for a time. We need commu- 
nities of academic commuters not professorial commuters. 

The commuting pattern itself is fatal to many types of research. 
The nine hospitals comprising the University of Chicago Clinics are 


but one example. The care of the sick is a full-time program—never 
compressible within the hours of a suburban train service. 

Research in nuclear physics is another example. 

The lesson is clear: a university must exist in the kind of neighbor- 
hood and community where faculty, with freedom of economic choice 
et tae elsewhere, will, nevertheless, elect to live and raise their 
children. 
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The solution of these environmental problems are, therefore, fun- 
damental to our national interests. ‘They are also fundamental to the 
future of our municipalities. ) 

At this time at least 20 institutions of higher education are attempt- 
ing to deal with their environmental problems within the framework 
of the existing Federal housing legislation. 

It should be possible for colleges and universities to obtain land for 
the expanding educational plant and facilities required in order that 
they may meet our future educational needs and provide for more co- 
hesive and healthy college and university areas irrespective of the 51 
percent residential requirement. The fulfillment of these needs will 
determine whether young men and women of promise are enabled to 
secure the education and training which our national interests de- 
mand they secure. This national interest is as legitimate and proper 
as the need for housing and should be so recognized. 

It is suggested that under suitable safeguards, expenditures under- 
taken by educational institutions in support of the urban renewal pro- 
grams, ought to be recognized asa local grant-in-aid in connection 
with the urban renewal project. 

Universities recognize that they must spend of their own substance 
and resources to assist in the solution ot these problems. A direct 
relationship between their own efforts and the total program will as- 
sist them in securing and raising the necessary resources. Because 
these contributions will be credited to the municipal share, the mu- 
nicipalities affected will be encouraged to assist in the programs. 

Direct legislative recognition of this principle will make it possible 
for colleges and universities to further assist themselves in the solu- 
tion of these problems. 

The need for expansion is of such urgency as to require immediate 
action by the universities themselves. Accordingly, the suggested 
amendment recognizes the long leadtime between application for 
planning advances and the loan and grant stage and would treat 
expenditures by universities in exactly the same way as the pending 
bills (S. 57, 1938, 612, and H.R. 2357) treat expenditures by cities for 
public improvements in an urban renewal area (i.e., 1f made not more 
than 5 years prior to loan and grant contract, they are eligible as a 
local grant-in-aid). See section 310 of S. 57; section 111(a) of S. 193; 
section 306(b) of S. 612, and section 409 of H.R. 2357. 

In this way the appropriate private action can be taken without 
waiting for official processing and picked up for credit when the offi- 
cial review and action has been completed. 

We are talking about public educational institutions of higher learn- 
ing and private educational institutions of higher learning operated 
not for profit but for the benefit of the Nation. 


These institutions exist to serve the public interest. They are, in 


fact, part of the concept of public interest. 

The measures being proposed are not to be gaged in terms of gain 
or loss to the institutions themselves. The real gain will be obtained— 
or the real loss felt—by the young men and the young women of this 
Nation. ; 

It is they who will find either educational buildings and facilities 
ready to receive them or the doors to educational opportunity closed. 
The national interest must not permit the latter alternative to occur. 

Thank you, Mr. Chairman. 
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Mr. Apponizio. Mr. Baughman, do you want to. give your state- 
tent now? 

Mr. BavuaumMan. Yes, sir; I will. 

I would like to introduce myself, George Baughman, vice president 
and treasurer of New York University. 

Mr. Apponizi1o. I would like to say, Mr. Baughman, of course, you 
know I am a Fordham University man and Fordham and NYU used 
to be enemies on the gridiron as well as in other sports and I cer- 
tainly want you to feel, even though that be true, you are here in 
friendly hands. 

Mr. BaucumMan. Though that may be true in sports, we are friends 
in other accomplishments. I am also a proud resident of the State of 
New Jersey, I might say. 

In the interest of saving the time of the committee, I have for- 
warded a prepared statement and therefore will highlight only a few 
points. 

My purpose in joining in this presentation is to use my university 
as a case substituted for your review. Like most universities, we are 
time-honored and have been in business for many years. 

For instance, our institution has had over a half million people 
attend it in its history. At the present time, we have students from 
every State in the Nation, 2,000 foreign students in residence, and, 
of course, we feel like every other institution we are a private insti- 
tution in the public service. 

Now for just a moment let’s take this case history we are studying. 
One out of every 20 master’s degrees given in the United States has 
been given by New York University. One out of every 30 doctor's 
degrees has been given at New York University. 

Gentlemen, where do we go in the future?’ How do we contribute 
the Salks, the Walter Reeds, and the other leaders in their field if we 
do not have the space in which to grow? You have had the presenta- 
tion of prior witnesses saying we need more dormitories, we need more 
classrooms, and goodness knows we support this wholeheartedly, but 
unless you have invented the proper skyhooks, you cannot build them 
without land on which to locate these structures. 

Therefore, I would like to use for just a moment the medium of 
some photographs indicating to you the problem at our institution 
which is exactly comparable to any of these other institutions and 
many other institutions also located in urban areas. 

Mr. Apponiz1o. You may submit those. 

Mr. Bauauman. Probably the best way would be for me to stand 
with you. It will just take a second. 

The first is a picture of New York University looking northward 
from Washington Square, and the reason I want to show you that is 
if you will look in the background, you will see how many small 20-foot 
plots make up the entire perimeter of the institution, and therefore, 
the problem of assembling plottage is one that is rather overwhelm- 
ing. These 20-foot plots are made up of this type of structure which 
will give you some indication of the neighborhood. Here we have one 
of the occupants right back of us getting his morning cough sirup. 
You will see it very well disguised in a handkerchief. Here is one 
of our residents in residence. 
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These pictures were taken this week, sir, and none were posed ; they 
were all the exact pictures. This picture will indicate some of the 
thriving industries at our doorstep where we are trying to educate 
40,000 students. This picture, from the Philadelphia Inquirer, sir, 
will show New York University trying to clear a block for a new stu- 
dent center and yet one holdout located right in the center of our stu- 
dent center requires that we have to entirely redesign our building 
at very extensive cost. 

We had to lose the effectiveness of the building and then you will 
see in this picture we had to spend nearly $200,000 to protect the 
building and hold it together while we could erect our new building. 

Gentlemen, we all lose in this process, because the owner of this 
little holdout structure can no longer replace it with another.structure 
because the 60-percent use coverage of land would be impossible for 
the new structure. 

He cannot put another structure in there because it would be ad- 
joining a school building; so he has lost and we have lost. 

This indicates how this same structure has really just stopped a 
well-designed structure because we had to make the tower so narrow 
that the utility of elevators, stairways, restrooms and things, give 
us a very small net use of space on the different floors. 

Now, when you realize that tuition pays less than 50 percent of our 
overhead, you see then where we present rather serious problems 
with this situation. 

Mr. Wipnatt. Mr. Chairman, I am curious about that. Was he 
holding out for more money ? 

Mr. Baveuman. I would not like to determine what his personal 
motives were. All I can say is we offered him three times the ap- 
praised value of the property and still were unable to acquire it. 

I would also like to show you, for a second, merely urban renewal 
as it is presently established is not the full answer for us, because you 
have to put the larger percentage of that into housing and even uni- 
versity dormitory housing does not qualify as housing under this 
definition. 

Therefore, when we take an area adjacent to ours and try to put it 
into an urban renewal housing program, we have really perpetrated 
the problem that we have of limiting our expansion possibility by 
just putting in a new housing development at our doorstep that for- 
ever Eiaales us for the next 30, 40, or 50 years. 

Also, most of our urban universities are located in the hearts of old 
cities, and over the generations the properties go into estates, they go 
into perpetuity of different restrictions and therefore we find our- 
selves, as we have at New York University, blocked entirely on the 
north by Snug Harbor, which owns land in perpetuity, cannot sell it, 
and to the south by a new urban development program which will hold 
us in that direction. To the west we run into the heart of Greenwich 
Village, and we cannot expand there. To the east is our only solution, 
and there we run into the small houses. 

Mr. Appon1z10. Do you know what the solution is to the small hold- 
out houses? 

Mr. Baveuman. We believe that the solution is in the pin. shea that 
we propose, that the restrictions of the urban renewal program be 
revised.so that.they would include academic buildings as eligible for 
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part of the urban renewal program. Mr. Levi, I think, could go into 
the bill more thoroughly on this point. 

My purpose is to take just a representative situation and indicate to 
you the seriousness. 

Mr. Apponizio. In other words, you are talking about educational 
institutions being considered as part of the overall program in this 
grant-in-aid ? 

Mr. Levi. The difficulty is this, Mr. Chairman: Under the existing 
law 

Mr. Apponizio. This is a new concept to me and one I haven’t seen 
before. Of course, it is very interesting, but I certainly would like 
to explore it a little bit more and I thought if you could just simplify 
it for me a little bit, it would be much clearer in my mind. 

Mr. Levi. Under the existing law, in order for the urban renewal 
project to be possible, either 51 percent of the land when you begin 
must be residential or your development plan, when you are through, 
must provide for 51 percent or more residential use. 

Now, in actual application this is what happens: In terms of uni- 
versity expansion whiale is urgent and required, you can’t live with 
the 51-percent residential requirement at the end because what we need 
are campus facilities. At the beginning if we find—this is the situa- 
tion in Waco, as an example—that you - ani got warehouses, taverns, 
and so forth, around your campus, this is the logical place for you to 
move. The same thing is true at the University of co as an 
example; you can’t, because the moment you try to use the urban re- 
newal tool, you are confronted with the fact that your project isn’t 
eligible and the only way you can make it eligible is to put housin 
back; and if you put housing back, you defeat the whole purpose o 
the operation. 

Now, from the viewpoint of the cities, the universities are fantasti- 
cally important to the cities. I think that it is a fair statement that 
the University of Pennsylvania, as an example, is one of the most 
important things in the entire town of Philadelphia. This is some- 
thing that is a tradition. The same thing is certainly true of the 
university at Louisville and the wonderful job it does there in music 
and extension courses, and the job that Baylor, as an example, does 
at Waco, just taking examples around the table, but with the urban 
renewal legislation as it is drawn now, these cities, much as they 
would like to help, can’t, and the reason is that this 51 percent Federal 
mg yom straitjackets. 

r. Barrerr. Mr. Levi, have you suggested any corrective amend- 
ments ? 

Mr. Levi. Yes; we have in one paragraph what we think would be 
the corrective amendment that could deal with the problem. Now, 
let me go one step further if I might, Mr. Chairman. 

Mr. Barrett. Well, may I just ask this: You have those amend- 
ments in your statement. Why don’t you present them individually 
so they would be highlighted for the members. 

Mr. Levi. It.is in the record, but I have copies I would be delighted 
to pass up right here if it would be helpful, I might say, Mr. Bar- 
rett, the other experiences we have had is this: 

When a university comes to acquire land for expansion, there is 
no secret about the fact that the university is the buyer. I don’t 
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assume, and I don’t know anybody involved, so I can talk with what 
simply would be my experience over the country and I am sure the 
experience of all the rest of us here is the same, and that is that chap 
who owned that particular property which was being held out knew 
exactly what he was doing and this was a c: alculation as to how much 
of a nuisance position he could exploit as against an institution. 

Mr. Apponizi1o. In other words, Mr. Levi, what you are trying to 
accomplish is an exemption from the requirement of the law similar 
to the proposal I and some others advanced in the Congress as per- 
tains to industrial development ? 

Mr. Levi. Precisely, sir. 

Our point is where universities are involved, the public use is so 
clear and the purpose is so clear that there ought not be any real 
hesitation about, the thing. Take one of the institutions here. Take 
the institutions that were on the list which I read you. If something 
happens that affects the usefulness of these institutions, this Nation 
will suffer a harm and a hurt that it cannot afford to suffer, and the 
effectiveness of these institutions is in the national interest. and what 
we hope to do therefore is to get this bottleneck out of the picture. 

Now, the second thing that we hoped to do is this, sir: We recognize 
that universities are in a position themselves to contribute, of their own 
funds and of their own resources, to help these programs along. We 
think that that arrangement ought to be regularized. It ought to be 
made clear, and the alternative ought to be offered to universities and 
their friends, s so that when they come to the city and say to the city, 
“Do this for us,” that is clear that the university itself can assist the 
city in assuming the financial burden which is involved in this. I 
can say to you in our own situation in Chicago with magnificent lead- 
ership from the mayor and great help from him, and a magnificent 
board of trustees at the university, that the University of ‘Chicago 
itself has made very substantial contributions of money and funds 
to assist the program along. This ought to be regularized. It ought to 
be recognized in the law as something that could be done. 

The third thing is that these youngsters are coming along and they 
are knocking on the doors. We have got to get into a position to move 
now privately even though the necessary public steps take longer time. 

T have had experience . with these public steps and I am not critical, 
because I recognize that when public money, public rights, and public 
power are involv ed, there must be hearings, careful consider ation, due 
recognition of the rights of everyone, but the way to move it along is 
to permit the universities where they can to begin to do what they can 
about the problems. 

Mr. Apponiz10. Mr. Baughman, have you finished your statement? 

Mr. BaucuMan. In essence, yes, I have. I just wanted to make one 
more point, too, that sometimes misses the layman’s mind. That is 
that the institutions of our country today are becoming the really great 
research centers by which we hope to defend our future and it is here 
where many of us are having a very serious pressing need and even our 
own institution right now is trying to join with us in trying to gain 
some research area and we cannot realize too quickly what the ‘real 
need for our institutions is in this area. 

We are no longer just the campus-type rah-rah institutions, but are 
having to turn out the great scientists of the future. We are as in- 
terested as you are in this matter. 
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Mr. Apponizi1o. Gentlemen, let me say you both have made very 
fine and interesting statements and ag ene you have given this com- 
mittee some food for thought. At first blush I would say I would 


certainly be sympathetic to your suggestion. I certainly hope that 


the committee would be, and I can assure you that I will do everything 
that I can to make sure that they give your suggestion serious con- 
sideration. 

Mr. Baveuman. Thank you. 

Mr. Apponizi1o. Any questions, Mr. Widnall ? 

Mr. Wipnatit. Mr. Baughman, I am completely sympathetic with 
the problem. I hope you won’t consider the questions I am going to 
ask you now as antagonistic toward your own viewpoint. What per- 
centage of your students are now housed in dormitories ? 

Mr. BavucuMan. At our institution, sir? 

Mr. Wipnatu. Yes. 

Mr. Bavueuman. Well, we have dormitories for approximately 
1,150 students, sir. We have three projects pending right now with 
the college Housing and Home Finance Agency for additional dormi- 
tory facilities which are so critically needed. 

Mr. Wipnatt. Do you have a tremendous pressure for dormitory 
space? What percentage of your students would you say really want 
to live in the dormitories? 

Mr. BaucuMan. Our goal, sir, based upon need and a survey rec- 
ently made is that we should have dormitory facilities, even though 
‘we are an urban institution, for approximately 40 percent of our stu- 
dent, body. 

Then in addition to that, we have a critical need for faculty housing 
facilities which are also eligible under the college housing loan 
program. 

To be competitive for a young faculty member, we have to compete 
with industry and all of these other higher pay situations and the 
one advantage of a man wanting to work for an institution is to be 
in the campus environment, that is to associate with the students in 
the use of the library and the cultural program, so the need for hous- 
ing for faculty is also a very serious thing and here we have hoped 
for faculty facilities for 600 families, sir, 

Mr. Wipnatu. The point I am getting to is this: Under your ehar- 
ter, are you limited to any specific locations where you can build? 

Mr. Baveuman. No, we aren’t limited, sir, but urban universities 
have a responsibility to serve the mass of the area that is there and 
this is why we are so successful in meeting such a cross section of need 
for our students. 

For example, our graduate school of business administration located 
right in the very heart of the Wall Street district, has 5,500 students 
knocking at the door because it is there, it is available to them, whereas 
if they had to commute to a suburban area this would be impossible 
for them. 

So part of our mission is to bring education to those where it is so 
greatly needed. 

Mr. Wipnatt. I can understand that. But where the press today 
is on research and development, can’t New York University establish 
another campus where construction and Gevelopmant could be accom- 
plished more quickly than in the impacted area ? 
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Mr. Baveuman. You are quite right there. As you know, New 
York University has seven campuses already. We are spread all 
over the countryside and even one we started in Long Island which 
has since become Foster College. We have acquired research areas 
out in the country, in New Jersey, for example, for a jet propulsion 
research lab. But the problem is we do not attract researchers just as 
researchers because they can go to industry for twice or three times 
what we can pay them. They come to us because they also like to 
teach. They Fike to benefit from our library and from the cross- 
pollination of the ideas of the whole group. 

Therefore, we are not quite as capable of setting research aside in 
some X area vis-a-vis our total educational effort because this man in 
jet propulsion may also be teaching something in our college of engi- 
neering and most likely he is and this is the appeal for him. So we 
really can’t attract. 

Also, we have the opposite problem of trying to take our under- 
graduate students and using these labs as multiple-purpose labs. They 
are research labs for a part of the time but they are also our teaching 
laboratories. The ability to detach them becomes almost impossible. 

Mr. Levi. Mr. Widnall, may I give you two examples of the kind 
of problem we have? 

Mr. WiwNatt. Please do. 

Mr. Levi. One problem is the record of success and it is an interest- 
ing story. We had a botanist at the University of Chicago who had 
been consulted by some florist because gardenias that were being 
bought in California were arriving in Chicago, as the florist put it, 
as leaf, and what was causing this. It turned out the botanist found 
that a refrigerant was escaping from the freezer car en route. One 
day at the Quadrangle Club, which is the faculty club, this botanist 
told this story to Dr. Arnold Luckhart, who is a physiologist. The 
Luckharts and the botanist saw each other frequently and there was 
discussion about it later at the bridge table. This is where ethylene 
anesthetic originated. Dr. Luckhart worked on this matter and this 
is the reason ethylene anesthetic is available in hospitals. 

Now, the University of Chicago Hospital is one of the great cen- 
ters for cancer research in the United States today. You can’t run a 
hospital out in the suburbs. You have to run it where your people 
are. This research involves the use of all kinds of equipment of one 
sort or another, in the ph sics department, in all departments of the 
university. We couldn’t fragment it. If we did, we would affect our 
usefulness. One other example of the impact on our neighborhood. 
For many, many years the cyclotron at the University of Chicago was 
the most powerful in this country. It is still one of the powerful 
tools. That tool has to operate 24 hours, 7 days a week. Time is 
scheduled on that tool in that way, and the result is your people have 
to live in the community and many of these things you have to operate 
in a city. 

Again, the University of Chicago as you probably know, sir, is the 
contracting agent for the U.S. Government in the operation of the 
Argonne National Laboratory out in Dupage County, but we find that 
in recruiting the appeal of the university is fundamental and we are 
in a situation where since World War II we have spent over $45 mil- 
lion in new facilities. We have over $10 million of new academic 
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facilities under construction now. Past generations created that kind 
of a plant which is probably worth $250 to $300 million, I assume, 1 
don’t know where you would find a buyer or an appraiser for it, but 
I certainly also don’t know where you duplicate it. The days of the 
great fortunes are not here that would do that. 

Mr. Wipnatu. Thank you very much for a very complete answer. 

Mr. Apponizi1o. Mr. Barrett. 

Mr. Barrett. No questions. 

Mr. Apponizio. Thank you very much, gentlemen; you may step 
aside. 

Mr. Prrran. Mr. Chairman, may I have 2 minutes to speak for the 
president of my university ? 

Mr. Apponizio. Yes, you may. 

Mr. Prrrman. My name is Ralph D. Pittman. I am the resident 

artner of Royall, Loegel, Harris & Caskey. I am an alumnus of 

aylor University and I am mindful of the observations made by the 
chairman and wish to make a further statement that when I was at 
the university, one of the greatest commencement addresses I ever 
heard was by none other than the esteemed president of Fordham 
University. Baylor was founded in 1845, created by the Republic 
of Texas, and it might be interesting to note that the last act done 
by the President of the Republic of Texas was to sign the charter 
creating Baylor University. 

We have the undergraduate school at Waco, Tex. We have a school 
of medicine and a school of dentistry in Dallas, Tex. We have a 
school of medicine in Houston, Tex. This urban renewal program 
hits us just like you have heard related by the two gentlemen who 
spoke previously. 

I heard from the chairman of our board of trustees, Mr. Hilton 
Howell, who is familiar with the program that has been undertaken 
by this organization. He is familiar with the reports put into the 
record by these gentlemen today and he asked me if I would be kind 
enough to appear and give you his hearty endorsement and ask your 
serious and favorable consideration. 

Thank you very much. 

Mr. Apponiz1o. Thank you very much, Mr. Pittman, we are very 
happy to have you and appreciate what you have said. 

Mr Farnstey. Mr. Chairman, Charles Farnsley, of the University 
of Louisville. May I say that we are greatly interested in the pro- 
gram outlined by Mr. Levi; it is of great interest to the University 
of Louisville. May I say if the universities are required to abandon 
the urban areas, the universities will survive but the cities will not. 
Thank you. 

(The statements previously referred to are as follows:) 


STATEMENT BY GEORGE F. BAUGHMAN ON UNIVERSITIES URBAN RENEWAL PROGRAM 


I am George F. Baughman, vice president and treasurer of New York University. 
Thank you for the privilege of permitting me to tell you about New York Univer- 
sity, an urban institution located on seven sites within New York City. 

The university is a private, nonsectarian institution—a private university in the 
public service. In his recent annual report, our president, Dr. Carroll V. New- 
som, pointed out that this concept of service has always been predominant. It 
has been the source of the university’s past strength. 

When New York University first opened its doors in 1832, a total of 158 students 
reported for classes in rented quarters. New York City then had a population 
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of 202,589. In the fall of 1958, the university had a total enrollment of more 
than 40,000 and the surrounding city had a population of more than 8 million. 

Albert Gallatin, Secretary of the Treasury under Presidents Jefferson and 
Madison, was the first president of the university's governing council, and he 
ably cited two objectives for the university. “One is to elevate the standard of 
learning,” he said, “and the other is to diffuse knowledge and to render it more 
accessible to the community at large.” The founders of the university also 

ranted to establish what for their day was a different kind of institution, one 
that was to make higher learning available to all qualified students without regard 
to social status cr other artificial criteria. 

Today the university’s community at large includes the Nation and the entire 
world. Every State is represented in our student body, and we now have more 
than 2,000 students from some 90 other nations. More than a half a million 
living persons have taken courses at New York University, and many more, 
countless more, have been served by the university in its medical and dental 
clinics, in special seminars and institutes, and through its research laboratories. 

Our 14 schools, colleges, and divisions have a full-time and part-time faculty 
of 3,900. They offer some 2,500 courses that lead to 30 different degrees. One 
out of every 20 master’s degrees and 1 of every 30 doctor’s degrees in the Nation 
are granted by New York University. As an example of our service to the com- 
munity, the university’s college of dentistry has trained fully one-half of the 
dentists practicing in New York City and one-third of the dentists in New York 
State. Its clinics, meanwhile, have been taking care of 550 patients a day. 

New York University has a broad and varied adult education program that last 
year reached more than 18,000 persons. We also have been a pioneer in ednea- 
tional television. Since 1957 some 120 persons in a 75-mile radius of New York 
have watched every weekday morning as the university presented college-credit 
courses on WCBS-TYV. 

Our research contracts with Government and industry now account for more 
than $10% million or a little more than a fifth of the university’s total income. 
Our annual budget exceeds $42 million, and for every tuition dollar we receive 
we must raise a matching dollar. The cost of maintaining our $109 million plant 
is $4 million a year. Since 1951, the university has completed or contracted for 
addtional facilities costing some $70 million. 

The main campus of New York University is located at Washington Square in 
Manhattan’s Greenwich Village, an area that for many years attracted the 
artistic and literary leaders of the Nation. In the University’s first building on 
the square, one of its faculty members, Prof. Samuel F. B. Morse, sent the first 
telegraph message from one classroom to another. Mark Twain, Edgar Allan 
Poe, Walt Whitman, Winslow Homer, Edna St. Vincent Millay, John Dos Passos, 
and many other writers and artists lived and worked in the area. Thomas Wolfe 
worked and taught at the University in the 1930's. 

The Nation’s colleges and universities anticipate a tidal wave of enrollment 
in the next decade and a half. We at New York University have felt the 
first ripples of this trend. During the current academic year we have had 
a 14-pereent increase in freshman registration and a 6 percent overall in- 
crease in registration. There are now an estimated 8 million students on the 
Nation’s campuses. By next year the figure may swell to nearly 5 million 
and by 1970 it may become 10 million. However, if our facilities at New York 
University remain the same during this period, we can expect an increase of 
only 25 percent in enrollment. Therefore, we will not be permitted nor able 
to earry our share of the load. This will mean that not only will we be 
falling behind other institutions, but we will be letting the Nation down at 
a time when our facilities are needed the most. 

Universities also are accepting, and will accept in the future, tremendous 
research responsibilities. The advent of the space age has increased the bur- 
den in this area immensely. This year alone at New York University our 
research budget is expected to go up some $4 million, rising from 10 million 
to an estimated 14 million. 

Obviously the Nation's universities will have to expand on a vast scale to 
meet the demands of increased enrollment and stepped-up research projects. 


We at New York University operate 88 buildings on 74 acres of land. Many; 


of the buildings are in need of modernization. In addition, there is a short- 
age of teaching space and a pressing need for dormitories. We also need 
new laboratories, offices for faculty and administration personnel, and addi- 
tional space for eating and recreation.. We require these, we must have these, 
if we are to meet the challenge of the years ahead. 
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New York University is engaged in one of the most extensive, and thus 
most expensive, capital improvement programs ever undertaken by an insti- 
tution of higher learning. The goal is to bring the quality of our present 
facilities to the level our programs require and to expand our plant to ac- 
commodate the expected enrollment growth. We are now launching a $100 
million development campaign to meet these needs. However, the buildings 
we now are constructing and those on the drawing boards will occupy all the 
space currently available to the university. 

The problems that face us are indeed staggering. We must plan our space 
expansion in such a way that each university activity occupies the best pos- 
sible location for effective functioning. At the same time we must keep in 
mind the aesthetic requirements, suggesting as we go the means of creating 
a unified cultural center without imposing intolerable restrictions upon fu- 
ture designers. The new campus areas also must be integraced with their 
surrounding neighborhoods and not isolated from the city they serve. 

During this physical expansion we must keep to a minimum the disloca- 
tion of existing facilities. And all these developments must be properly spaced 
over the years so that the change comes gradually yet swiftly enough to meet 
the burgeoning demands, 

Very often in our building programs we have been unable to assemble ade- 
quate plottages within an area made up of many small landholdings. At 
such times the advantage of eminent domain would have saved us many precious 
months and many (equally precious) thousands of dollars. Naturally, it 
would always be the policy of the university as a public service institution 
to recognize, in any program of expansion, the existence in the neighborhood 
of structures of sound quality or historical value which are to be preserved. 

For example, in two of our multimillion dollar projects—the Loeb student 
center and the graduate business school structure—was held up by one small 
landholder. At the Loeb site the one landholder would not sell to the uni- 
versity even though he was offered more than three times the appraised value 
of his property. The university had to build around his property at great- 
ly increased costs. Unfortunately, the man’s property has become valueless. 
Thus, all parties concerned have lost. 

New York University also encounters many problems in trying to build co- 
hesive campuses that would permit the use of central facilities such as heat- 
ing plants and police and guard patrols. To give some small idea of our 
policing problem, I will point out that every day between 160,000 and 200,- 
000 persons move in and out of our doors. 

In our urban environment at Washington Square we face a number of addi- 
tional obstacles in planning for the future. One of these is the deterioration 
of adjacent neighborhoods. The one-time residential sections just south and 
east of us are now the sites of tall loft buildings. Manufacturing plants are 
located there and trucks pass by our doors in a constant stream. 

Within walking distance of the university is the bowery and its flophouses. 
Many of its residents wander over in our direction, and some of these derelicts 
prefer our doorsteps for sleeping quarters. 

Hardly in keeping with the academic atmosphere are the flashy nightclubs 
in the regions bordering our campus. Most of them display on the street pie- 
torial representations of the floor shows to be seen inside. 

Like many other urban areas, the Greenwich Village neighborhood is an aging 
one, and much of the section near our campus is tied up in estates and trusts. 
For example, Sailors Snug Harbor owns property on two sides of us. It holds 
this land in perpetuity, but does not occupy it. Currently the buildings on it are 
leased to the university: 

Gentlemen, it comes to this: Without the right of eminent domain, our institu- 
tional planning and development could be totally blocked for the future. We, 
as a private institution, do not ask for anything but the means to help ourselves 
meet the tremendous problems of education that we will encounter in the years 
ahead. The proposed amendment, we feel certain, will enable New York Uni- 
versity—and many other institutions—to discharge properly its educational 
responsibility. 

Gentlemen, it is your future as well as ours that concerns us. 
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ProrosepD AMENDMENT TO FEDERAL Hovusine Act To INCREASE UNIVERSITY-COLLEGE 
PARTICIPATION IN URBAN RENEWAL PROGRAMS 


The proposed amendment of title I of the Housing Act of 1949 would: 

1. Eliminate the 5l-percent residential requirement where a college or a 
university is involved in an urban renewal project. Under the existing law, in 
order for a project to be eligible, either 51 percent of the area to be cleared must 
be predominantly residential or 51 percent of the proposed new use must be 
residential. 

In actual application what happens is a university surrounded by taverns, 
warehouses, cheap hotels, second-hand shops, etc., cannot expand or rehabilitate 
its area unless residential use of the property is ordered where such property 
actually should have been used for academic purposes. This leads to gerry- 
mandering and disorderly and wasteful campus growth, if at all possile. It also 
leads to the development of residential areas in areas where they should not 
logically be located. 

2. Enable universities to directly contribute to the support of urban renewal 
projects by providing that expenditures that universities make in support of 
the program can be credited toward the local share. Would enable universities 
to act as responsible citizens in their own localities in helping their own com- 
munities to solve their problems. 

3. Provides for a 5-year retroactive crediting provision for expenditures by 
universities, etc., for capital contributions in urban renewal programs. This 
provision is advocated in order that acton may be taken now in many areas 
and so that those universities which have been alert to their responsibilities to 
expansion and citizenship shall not be penalized for aggressive action. 


STATEMENT OF JOHN L. Moore, UNIVERSITY OF PENNSYLVANIA 


I am John L. Moore, business vice president of the University of Pennsylvania 
located in Philadelphia. 

The university is a private nonsectarian institution, devoted to the public 
service. 

The university had its beginning in 1740, as a small local Philadelphia insti- 
tution founded by Benjamin Franklin. In the intervening years it has grown 
to become an institution serving the State of Pennsylvania, the United States, 
and the world. 

The many schools of the university offer courses of instruction, including 
physics, engineering, medicine, and dentistry to a student body in excess of 
17,000. Two large teaching hospitals—the University Hospital and the Graduate 
Hospital—are operated by the university. Research contracts with Government 
and industry are in excess of $7 million. The university budget for the fiscal 
year 1958-59 is in excess of $43 million. Sixty-five hundred individuals are em- 
ployed in all areas of the institution. 

The university is located in an area composed of residential and commercial 
buildings. If the university is to expand it will be necessary to obtain some of 
the surrounding residential and commercial land areas on which to erect academic 
structures. The university expects to do its part to assist in providing an edu- 
cational opportunity for the rising tide of students which will be upon us in 
the years ahead. 

Since 1945, the university has erected academic structures in the amount of 
$24 million; $14 million of construction is now underway. To provide land area 
for these structures, the university has used all or most of its available land. 
The present campus comprises about 140 acres. 

During the period 1960-70, it is anticipated that the university will need to 
increase its plant dollarwise in the amount of $70 million. The deficiency in 
land required for plant expansion is estimated at 63 acres. 

Like many other urban institutions, the University of Pennsylvania is land- 
locked. It cannot expand unless it is given some instrument to assist it in its 
endeavors. It is felt that the proposed amendment will enable the university 
to properly discharge its responsibilities in education and research. 

Thank you. 
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[From the January 1959 issue of House & Home, New York, N.Y.] 
UrBAN RENEWAL: CHICAGO’s STRUGGLE To SAvE A HicH IQ SQuaRE MILE 


Will urban renewal work in a neighborhood undergoing rapid racial change? 

Chicago is betting $9.2 million of its own money that it will. And the city has 
just persuaded the Federal Government to earmark $28.5 million * for the biggest 
project of its kind the Nation has yet seen; a 5-year surgery to slice out 20 
percent of a blight-infected 1.3 square-mile area fringing the University of 
Chicago in hopes of saving the rest. 

If the operation succeeds, it should offer a pattern of treatment for a score of 
major urban neighborhoods suffering similar ills. Already, successes and failures 
of the area, known as Hyde Park-Kenwood, have shown many another slum- 
threatened neighborhood how to overcome profiteering slumlords, corrupt or in- 
different officials, legal redtape. It was the birthplace of the neighborhood block 
group—a tool so vital in fighting blight via rehabilitation and conservation that 
the idea is becoming national doctrine. It represents the first major effort by 
a university to mobilize renewal against a collar of slums threatening to envelop 
its multimillion dollar plant and convert its residential environs into the kind 
of neighborhood where professors will not live. At least 20 other schools face 
the same problem. Working toward the same goals, the university and the com- 
munity around it have developed some of the Nation’s sharpest slum-fighting 
methods. 

Hyde Park-Kenwood is far from noncontroversial. It has refused to sidestep 
the relation between race problems and blight, at the same time remaining stead- 
fastly interracial in its approach. It is the first area where renewal plans have 
drawn the heaviest artillery of the Catholic Church in an effort first to block, 
then amend them. A lot more than money—in fact, whole philosophies of urban 
renewal—ride on the outcome. 

The plan opens a huge market for the private housing industry. It assumes 
that public funds, used against the worst blight in the neighborhood, will be 
matched with $30 million by owners of the remaining 80 percent, goaded by the 
law if necessary, to remove blight-inviting conditions. And, that the two will 
make a neighborhood so pleasant to live in that its express-train shift from middle 
class to poor residency will be stopped. 


PATTERN FOR FUTURE 


If Hyde Park-Kenwood is successful, it should spark a huge amount of re- 
habilitation work across the Nation in old city neighborhoods—work housing 
contractors can tap if they try. Its value as a demonstration is far greater than 
its own giant dollar scope. 

And it will prove the ideas of the men who fought to write the whole concept 
of urban renewal into the Housing Act of 1954—the concept that the Federal 
Government should, as HHF Administrator Cole says, help those who help them- 
selves, 

What does a neighborhood like Hyde Park-Kenwood have to do to set the 
stage for a $30 million rehabilitation market? Here’s what this community has 
done : 

1. Recognized the threat of blight at the grassroots level and organized to 
fight it through volunteer effort. 

2. Mobilized institutions in the area to add their weight to the fight. 

3. Campaigned with unique effectiveness to nudge inert city officials into 
enforcing existing codes and to get new laws to provide new slum-fighting 
tools. 

4. Conducted a community-wide self-diagnosis and planned carefully and 
well on the basis of its findings. 

Specifically, the plan in Hyde Park calls for demolishing relatively few build- 
ings (600 out of 3,077). Some 105 acres thus cleared will be redeveloped to reduce 
population density, provide more parks, school space, parking, and other ameni- 
ties. Meanwhile, vigorous enforcement of the city’s building and housing laws 
plus more demolition if needed, will bring remaining structures up to standard. 

What gives the plan a prospect of success is the community’s monumental battle 
to get this far, which has generated a uniquely broad understanding of the 





Chicago qualified for 75 percent Federal aid in Hyde Park-Kenwood by agreeing to pay 
all administrative costs of program, estimated at an extra $1 million or more. 
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problem. Big question: Can the plan be carried out fast enough and thoroughly 
enough to keep most of the residents who may otherwise give up the fight and 
move out? (Planners say yes, though it will probably take longer than the 
5 years allotted.) Big threat: Tremendous pressure of low-income families 
(mostly Negro) who would replace them. 

Hyde Park-Kenwood (population 75,000), edged on one side by the breezy, 
beach-fringed shore of Lake Michigan, on another by the University of Chicago, 
is collared on two others by the city’s notorious South Side Negro ghetto, which 
includes some of the Nation’s most crowded slums. Residents of these slums, 
mostly recent arrivals from the rural South, attracted by industrial jobs and 
under constant pressure by still more newcomers, inevitably seek better housing. 
Some find it in university-oriented, interracial Hyde Park-Kenwood. 

The problem was first recognized by a small group of Quakers led by Mrs. 
Julia Abrahamson, who saw that unscrupulous landlords were exploiting the 
aching need for Negro housing, charging high rents that forced low-income 
tenants to crowd themselves far beyond the capacities of their apartments. In 
1949, the group formed the Hyde Park-Kenwood Community Conference, organ- 
ized the neighborhood by blocks to watch for and report illegal housing prac- 
tices. At the same time they welcomed and attempted to interest new arrivals 
of all races in keeping up the neighborhood. 

Two years later the university, alarmed at the decay which was spreading 
in spite of the grassroots effort to stop it, stepped into the picture through for- 
mation of the South East Chicago Commission, headed by Executive Director 
Julian Levi. If Julia Abrahamson’s conciliatory persuasion left inert official- 
dom still inert (e.g., over adequate street lighting, building code enforcement, 
police protection), or if slumlords proved unrepetent, Levi roared in with a 
frontal assault using the financial and political resources of the university. 

Blunt, foghorn-voiced Levi and mild, trim Julia Abrahamson formed a team 
that won the respect, eventually the support of city officials. By 1956, when 
Mrs. Abrahamson left the conference (April 1956, News), physical conversions 
of good apartments to cell-like slum units had been stopped dead and city serv- 
ices to the community were close to par. But conversion by use—moving three 
or four families into one apartment—had not. And the population makeup of 
the area continued to shift until it was far beyond the 20 percent many experts 
say is the tipping point beyond which a neighborhood goes black. 


UNEASY BALANCE 


Hyde Park-Kenwood has not yet tipped (though by December 1958 it was 37 
percent Negro), thanks to the strenuous efforts of the citizens and the uni- 
versity. But it was evident that stronger measures than those in use, which 
by then included spot redevelopment of some blight sores by the Chicago Land 
Clearance Commission, were needed. And the community was already at work 
on them. The result was the urban renewal plan, hammered out by SECC plan- 
ner Jack Meltzer—under a $198,000 Federal planning advance—for Chicago's 
Community Conservation Board. Close cooperation with planning committees 
of both community groups, and two long rounds of block-by-block meetings with 
residents, produced a plan that had near-complete community support by the 
spring of 1958. 

But the fight was not over. While most major issues had been settled, and 
Chicago’s mortgage bankers were, through the Chicago Association of Com- 
merce, pledging to lend the estimated $30 million that property owners would 
need to carry out their part of the plan, a new and impressive adversary arose: 
the Catholic Archdiocese of Chicago (May, News). 

Msgr. John J. Egan, executive director of the Cardinal’s Committee on Con- 
servation, appeared before the city council’s public hearings on the plan, said 
the archdiocese could not approve the plan as it stood in half-Catholic Chicago. 
The statement was a weighty one. 

Egan argued that the plan (which calls for razing 6,000 dwelling units, 
eventual replacement with 2,000) would displace thousands into other crowded 
neighborhoods to create slum problems there. 


BETTER THAN NONE 


Retorted James V. Cunningham, executive director of HP—-KCC and a Catholic 
(and friend of Father Egan) himself, “If there is no plan thousands upon thou- 
sands of families are going to flee the deterioration and move to other neighbor- 
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hoods in far greater numbers than orderly relocation might bring.” He warned 
that, “If there is no plan, nearly all the 30,000 dwelling units in the area are 
going to be lost in time as standard units.” 

Underlying this debate and openly brought out by other critics was the prob- 
lem of public housing and the race question. On one side, opposing any increase 
in the 84 public housing units planned, were those, chiefly the university, who 
feared low-income, and primarily Negro, housing would jeopardize availability 
of mortgage money for the vital private rehabilitation phase of the project. On 
the other were those including the urban league, several churches, some alder- 
men, and even Cunningham’s group who feared the project might price the 
neighborhood out of reach of most Negroes, spoil its interracial character. Re- 
sult: The plan was approved without change, but with a recommendation that 
public housing units be hiked to 200. 

Is the plan subtly anti-Negro? Supporters say no. Some still say yes. Sixty 
percent of families to be displaced are Negro. Says university anthropologist 
Sol Tax: “The chief point is that nothing at all could have been done if racia) 
integration had not been an explicit and integral part of the plan.” 





BUILDING FOR THE COMMUNITY: NEW JoB FOR COLLEGES 


U.S. UNIVERSITIES WILL COMPLETE MORE THAN $5 BILLION WORTH OF BUILDING IN 
NEXT DOZEN YEARS—-AND GIVE A CULTURAL FOCUS TO OUR URBAN CIVILIZATION 


(By Russell Bourne) 


Last month the executive director of the South East Chicago Commission, an 
effective slum-battling agency that owes its origins and its continued life to the 
University of Chicago, looked out his window at the university’s Gothic spires 
and told a visitor: “It would have been easier for those men to have stayed in 
their ivory tower. But they chose the other way. The university elected to give 
leadership to the end that American cities may become not the symbol of failure 
but the evidence of the success of our American democracy.” 

Culture and art have been advanced in a variety of ways over the years. For 
the university the traditional pattern has always been to develop in sequestered 
spaces an environment and a curriculum that represented the beauty and order 
that graduates should later seek on a larger scale in the world beyond the gates. 
Recently, however, the universities have been adopting a less remote role, and, 
indeed, in many instances they are contributing aggressively, directly, and prac- 
tically to the building of a modern, metropolitan civilization. 

In the first place they have taken on the job of teaching many more students. 
Total university enrollments amounted to only about 1 million before World 
War II, but rose to 2 million immediately after the war and are 3 million 
currently. An anticipated rise of 39 percent in the college-age population 
would indicate that there will be at least 5 million students enrolled in college 
by 1970. But here another factor enters: A steadily increasing percentage of 
the college-age group has the ability, the means, and the desire to go to college. 
The upshot is that the 1970 college enrollment will stand at nearly six million. 

The task of making room for these culture-hungry millions by 1970 will be 
enormous. It has been estimated as a $13.5 billion undertaking—if building 
were to go on at the current per capita rate (an average annual capital ex- 
penditure of $4,700 per additional student). But present university building 
schedules provide for only $5.5 billion of new construction—for the perennial 
reason that the public building dollar is elusive, even in an affluent society. 

The universities are becoming shrewder about their pursuit of money, how- 
ever, and are devising new money-raising techniques. Long-term revenue bond 
issues, for example (paid off by student fees or by charges to those members 
of the community who will use the facility), will produce 22 percent of the 
capital funds spent for 1956-70. Thus it seems probable that the college com- 
munity will somehow manage to raise most of the money needed to finance its 
expansion. 

COMMUNITY FOCUS 


Actually, the universities are confronted with a much bigger challenge than 
an expanding student population ; they are confronted with the task of providing 
a cultural and intellectual focal point for the entire community. A number of 
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institutions across the country are moving to meet this much broader challenge 
of community education, community improvement, and community planning. 

The University of Chicago, which helped set up the South East Chicago Com- 
mission in 1952, has since helped it push through $135 million of slum clearance 
and rebuilding in downtown Chicago. 

The University of Pittsburgh last month bought Forbes Field, home of the 
Pittsburgh Pirates, for $2 million, will put up a new graduate school of social 
work there. 

Stanford, seeking the best community use for 9,000 acres it owns in Palo Alto, 
decided to use half of the acreage for academic purposes, half for residential, 
commercial, and light industrial development. A $15 million shopping center 
and an industrial park have already been built, and university talent is being 
made available to help develop the nonacademic areas; e.g., a Stanford professor 
rewrote most of the city charter; professors have been signed on as planning 
consultants to companies that are moving in; a Stanford engineer showed the 
city how to get into the utilities business. 

The University of Southern California, quietly working with Los Angeles city 
officials to improve the 150 blighted acres around its campus, has produced the 
most ambitious renewal program in California: The university has agreed to buy 
or pay for the improvement of 60 percent of the area. 

The University of Wisconsin, which not only offers Madison residents monthly 
concerts, plays, and road shows, but also invites them to two or three lectures 
each day, recently spent $2.1 million for a new headquarters for its adult educa- 
tion activities. 

Thus, in many different ways, the colleges and universities seem to be trying 
to provide the cultural spark and focus for a richer U.S. society. The four 
universities discussed overleaf represent four different types of college environ- 
ment, and are making especially notable efforts to meet this challenge: 


1. HARVARD'S ROMANCE 


Harvard University, which has exercised prestigious cultural leadership in 
America for over 300 years, has recently rediscovered Cambridge. Harvard's 
famous yard, its gleaming cupolas above the river have long been popular images 
of the ideal of the privately financed university (private universities, inci- 
dentally, now enroll only 43 percent of all U.S. college students). But because 
of its aloof and independent character, Harvard traditionally has had difficulty 
communicating with the city of Cambridge. And that difficulty did not ease 
when Cambridge began to deteriorate during the thirties. Faculty homes be- 
came too expensive to maintain; the professors fled to the suburbs; the splendid 
homes became dilapidated rooming houses. But no plans for the preservation 
of the city’s life were forthcoming from the university. 

In 1956, however, President Pusey accepted an invitation from the mayor of 
Cambridge to join the Citizens Advisory Committee on Urban Redevelopment. 
And in the same year Pusey announced a program for Harvard College whose 
major feature is the physical integration of town and gown. The program calls 
for the raising of $82.5 million roughly half of which is to go into buildings 
across the city. 

An example of the building pattern that is being established by the planning 
coordinator, José Luis Sert, dean of the graduate school of design, is the $9 mil- 
lion, 10-story office building that will be erected directly on Harvard Square. 
The multipurpose facility is designed to link Harvard Yard with the college’s 
residential houses that lie on the far side of the busy, commercial square (see 
sketch). On the upper floors there will be room for the university health serv- 
ices and office space for faculty and administration. But, recognizing that the 
building would displace a number of much-needed shops from the community's 
center, Dean Sert has provided ground-floor space for modern stores, with a cov- 
ered arcade for pedestrian shoppers. Thus, the varied nature of the square will 
be preserved. 

The Harvard program also calls for the construction of a nonresident under- 
graduate center, a sort of commuters’ house. This proposed $1 million structure 
would give the 400 (out of 2,800) undergraduates who commute to Harvard 


from the Greater Boston area their own library, dining hall, and recreation 


rooms. Local students will no longer need to feel like second-class citizens. 
This, perhaps, is the most convincing evidence that Harvard—which has al- 

ready raised two-thirds of its $82.5 million goal—intends to be a major con- 

tributory force in the development of a popular, rather than an elite, culture. 


no} 
hig 





m- 
1ce 


the 
‘ial 


ito, 
ial, 
ter 
ing 


ing 
the 


ity 
the 
uy 


hly 
res 
ca- 


ing 
our 
on- 


in 
‘d's 
ges 
ici- 
use 
ty 
ase 
be- 
did 
ion 


of 
ont. 
ose 
alls 
ngs 


ing 
nil- 
are. 
Ze’s 


PT'V- 
the 
ty’s 
POV- 
will 


ler- 
“ure 
ard 


. al- 
con- 
ure. 





tion 


HOUSING ACT OF 1959 253 


2. TEMPLE’S BATTLE FOR THE CITY 


Another private institution that has been admirably aggressive in its cam- 
paign to bring culture to a cramped, industrial city, is Philadelphia’s Temple 
University. Eight years ago Temple shocked the city by buying an 80-acre 
suburban site and preparing to move to it. But last year Temple committed 
itself to staying in the city by embarking on a 10-year, $55 million campus en- 
largement and improvement plan first outlined by the Philadelphia Planning 
Commission, later designed by Architects Nolen and Swinburne. 

Moreover, although Temple remains today a bumptiously independent private 
institution, it has been able to get financial assistance from Federal, State, and 
local government sources. First, Temple demonstrated its faith in its own 
program by putting up a 50-classroom building, financed entirely ($1.3 million) 
by university funds. Next it appealed to the HHFA for a Federal loan to build 
a $1.5 million women’s dormitory (completed last year). Now it is concen- 
trating on the planning of a $4 million science building which is to be completed 
by 1961. One-third of the money for this building’s land will come from 
Pennsylvania General State Authority (a public body established originally to 
help finance hospitals and other State building projects but recently given the 
go-ahead to assist higher education’s capital spending programs). The re- 
maining two-thirds of the land costs will come from Federal urban renewal 
funds channeled through the Redevelopment Authority of the City of Phila- 
delphia. All the money for the building itself will come as a grant from the 
GSA. 

Thus Temple has already proved that the battle to establish a viable cultural 
focus in the city is worth waging, worth recruiting allies for—and can be 
won. 

3. ILLINOIS: THE STATE SOLUTION 


A State university that is trying valiantly to enhance the diverse cultural 
community which it serves is the University of Illinois. Although located in 
Champaign-Urbana, 125 miles outside Chicago, the university established a 
supplementary (and supposedly temporary) GI campus at Chicago’s navy pier 
in 1946. After the war, the city invited the university to remain since there 
was no publicly supported institution of higher learning in the city. 

Although the peculiarities of Illinois politics (a Republican agricultural south 
versus a Democratic industrial north) have slowed down the establishment of 
the city campus, it is now anticipated that $50 million of State funds will be 
spent for that purpose, and that the 4,000 freshmen and sophomores now at 
navy pier will be housed at the new campus by 1963. The site that city officials 
would most like to have the university use is right in the Chicago Loop. Their 
argument: the city’s life is being threatened by the social and physical degenera- 
tion of this central area; if the university is interested in preserving culture, 
that is the place to begin. 

Meanwhile, back at Champaign-Urbana, university officials are having a job 
keeping up with more conventional growth problems: the combined city and 
university expansion has crowded the original campus, forcing new facilities 
to be built out toward the country, away from the community heart. The plan- 
ning that must be done and the buildings built to get ahead of these crises at 
Champaign-Urbana are expected to cost $190.5 million ($116 million of which 
will come from the State, $60 million from HHFA loans and $14.5 million from 
a bond issue that will be paid off by student fees). The most spectacular struc- 
ture will be a $7.5 million, Harrison & Abramovitz assembly hall that will look 
like a grounded flying saucer, and will house both athletic and cultural events 
for the mutual edification of the student body and the local citizens. 

By such means Illinois is attempting to meet the cultural needs of a State 
that is almost symbolic of the national scene, having changed so thoroughly 
from land dependence to industry dependence. 


4 F.D..8 HOMETOWN APPROACH 


An institution that is attempting an entirely new and different approach to 
the problem of providing educational and cultural opportunities in the exploding 
metropolis is Fairleigh Dickinson University in New Jersey. Founded in 1942, 
in Rutherford, as a junior college, Fairleigh Dickinson literally takes its campus 
to the community. It now has three scattered locations in heavily populated 
northern New Jersey (Teaneck, Rutherford, and Florham Park), to which 11,000 
night and day students commute by car from all parts of the State. 
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To date, Farleigh Dickinson has not considered itself able to afford archi- 
tectural excellence. It was started on a shoestring (Banker-Industrialists Fair- 
leigh S. Dickinson’s gift of a $350,000 Victorian castle), and, although it has 
been greatly strengthened by contributions from local businesses, most of the 
$14 million spent on physical plant has gone into reconverted buildings that 
the university acquired when and where it could. When the trustees learned 
that the 184-acre Twombley estate in Florham Park was being offered for a 
reasonable sale price ($1.2 million), for example, they agreed to buy it quite 
without benefit of any master plan of growth. Such a plan is now being pre 
pared by New York’s Fellheimer & Wagner. 

It might be argued, of course, that the millions of dollars spent for slapped- 
together accommodations for a minimum program might have been better spent 
if more definite, qualitative ideas had been worked out of what the university 
wants to do—and be—in the community. But, on the other hand, Fairleigh 
Dickinson in 1958, for the third year in a row, could boast the fastest growing 
enrollment, percentagewise, of any university in the United States. Because 
Fairleigh Dickinson is there, thousands of mobile, home-based young people 
are being educated who might otherwise not get a college education at all. 
Fairleigh Dickinson is an ingenious, if makeshift, arrangement that has brought 
culture within the reach and price range (annual tuition: $650) of middle-class 
suburbia. 

Thus, in an enormous variety of ways, U.S. universities are already striving 
to meet their new civic-cultural responsibilities. They will need the most tal- 
ented assistance in architecture, planning, and financial imagination to accom- 
plish their purposes. If they succeed and if they can derive new strength from 
their more intimate contact with the community, they may provide the cultural 
focus for history’s first great, mass civilization. 


AMENDMENT OF TITLE I oF THE HovusinG ActT or 1949 


Sec. 315. Title I of the Housing Act of 1949, as amended, is hereby amended 
by adding after section 111 thereof the following: 


“URBAN RENEWAL AREAS INVOLVING COLLEGES OR UNIVERSITIES 


“Sec. 112. In any case where an educational institution is located in or near 
an urban renewal area and the governing body of the local public agency 
determines that, in addition to the elimination of slums and blight from such 
area, the undertaking of an urban renewal project or projects in such area will 
further promote the public welfare and the proper development of the com- 
munity (1) by making land in such area available for disposition, for uses in 
accordance with the urban renewal plan, to such educational institution for 
redevelopment in accordance with the use or uses specified in the urban renewal 
plan, (2) by providing, through the redevelopment of the area in accordance 
with the urban renewal plan, a cohesive neighborhood environment compatible 
with the functions and needs of such educational institution, or (3) by any 
combination of the foregoing, the Administrator is authorized to extend fi- 
nancial assistance under this title for an urban renewal project or projects in 
such area without regard to the requirements in section 110 hereof with respect 
to the predominantly residential character or predominantly residential reuse 
of urban renewal areas: Provided, That, the aggregate amount of any expendi- 
tures made by such educational institution (either directly or through a re 
development corporation) for the asquisition, from others than the local public 
agency, of land and buildings and structures within the area of any urban re 
newal project undertaken by the local public agency in such urban renewal 
area or within the urban renewal area and adjacent to, or in the immediate 
vicinity of, the area of any such urban renewal project (which land and build- 
ings and structures is or are to be retained and redeveloped or rehabilitated 
by such educational institution for use or uses in accordance with the urban 
renewal plan), and for the demolition of such buildings and structures (includ- 
ing expenditures made to assist in relocating tenants therefrom) if, pursuant 
to the urban renewal plan, the land is to be cleared and redeveloped, as certi- 
fied by such educational institution to the local public agency and approved 
by the Administrator, shall be a local grant-in-aid in connection with any urban 
renewal project being undertaken by the local public agency in such urban 
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renewal area: Provided further, That, no such expenditures shall be deemed 
ineligible as a local grant-in-aid in connection with any such project if made 
not more than five years prior to the authorization by the Administrator of a 
contract for a loan or capital grant for such urban renewal project: And pro- 
vided further, That the term educational institution as used herein shall 
mean any educational institution of higher learning, including any public edu- 
cational institutional or any private educational institution, no part of the net 
earnings of which shall inure to the benefit of any private shareholder or 
individual.” 
EXPLANATION OF AMENDMENT 


During the next 10 to 15 years, colleges and universities located in urban 
centers will be called upon to perform an academic miracle. They will be 
expected to provide educational facilities to far greater numbers of students 
than ever before in the history of this Nation. Physically, they will be required 
to nearly double their present facilities in order to fulfill their responsibilities. 

Universities, however, do not have the mobility of industry or the residential 
builder. Most of these colleges and universities are landlocked, having no open 
campus area available for this required expansion. As a practical matter it is 
virtually impossible for such institutions to assemble usable construction sites 
through the acquisition of needed land by negotiation. 

In addition, many of these colleges and universities are located in the older 
areas of our urban centers which have progressively deteriorated so that these 
great cultural institutions are surrounded by a sea of slums and blight and 
therefore must attempt to perform their public service in a neighborhood en- 
vironment wholly incompatible with their purpose and function, and which 
inevitably curtail the performance of the full range of normal academic activity. 

The amendment to title I of the Housing Act of 1949 would merely recognize 
the value to the community and to the Nation of making it possible for col- 
leges and universities to obtain land for the expanded educational plant and 
facilities required to meet our future educational needs and to provide for more 
cohesive and healthy college and university areas. 

It would accomplish this by providing that where an educational institution 
of higher learning is located in or near an urban renewal area and the carrying 
out of an urban renewal project in such area would result in making land 
available to such educational institution or, through the redevelopment of the 
surrounding area, provide an environment compatible with the needs of such 
institution, the requirements of title I as to the predominantly residential 
character or the predominantly residential reuse of the urban renewal area 
would be waived and that the expenditures made by such educational institution 
(either directly or through a redevelopment corporation) for the acquisition 
(from others than the local public agency) for land and buildings and structures 
within the area of any urban renewal project undertaken by the local public 
agency in such urban renewal area or within the urban renewal area and adja- 
cent to, or in the immediate vicinity of, the area of any such urban renewal proj- 
ect (including expenditures for tenant relocation and demolition if, pursuant to 
the urban renewal plan, such land is to be cleared and redeveloped) if the land 
and buildings is or are to be retained and redeveloped or rehabilitated by such 
university for uses in accordance with the urban renewal plan would be in- 
cluded as part of the local grants-in-aid in respect of any urban renewal project 
or projects being undertaken by the local public agency in the urban renewal 
area. 


Mr. Apponiz10. Our next witness is Mr. Wallace J. Campbell, direc- 
tor of the Washington office of the Cooperative League of the United 
States. 

Mr. Campsers.. Mr. Chairman, I have a rather lengthy statement, 
but. I will try to summarize it, hitting some of the highspots. 

Mr. Apponiz10o. We would appreciate that very much, Mr. Campbell. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE UNITED STATES 


Mr. Campneti. The Cooperative League is pleased to have this op- 
portunity to appear before the committee. The middle-income families 
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of America are really the forgotten families of housing. The co- 
operative housing program is beginning to have an impact in this | Su 
field. It has achieved a status that was not expected when the com- | be 
promise legislation was created in 1950. | ad 

In the 9 years which have followed, 952 cooperative projects have | *8 
been insured by FHA, with the dollar volume of the mortgages in- > ,, 
sured totaling $559 million as of December 31, 1958. These projects | th 
provide housing for 52,738 families, or well over 200,000 people. 





Mr. Apponizio. Could I interrupt to ask there, specifically these ha 
wn you speak about are located mostly in New York, aren’t a 
they ¢ ; 

Mr. CampseLL. No, sir; these are in 88 States, and while New York | ™@ 
has the largest volume of them, there are more than $4 million worth | . 
of cooperative housing in each of 20 States. - 

Mr. Apponizio. The reason I asked that question, Mr. Campbell, ha 
was I don’t believe there has been too much activity with respect to h 
cooperative housing in the State of New Jersey, and I was wondering t 
why that would be. rs 

Mr. Campse.u. Well, part of that is we haven’t achieved what we bc 


should yet in the State of New Jersey. Part of it is that some of the ° 
amendments we are proposing are essential if we are going to get the | 
job done. In the State of New Jersey, as of the end of 1958, there were ” 
8 management-type cooperative projects, with 771 units, with a value 
of $8 million. One of those, Pine Grove Manor, is a very fine project 
in the vicinity of Elizabeth, and is doing a very fine job. We hope to 
build many other projects of that kind. 8} 

As I say, this is just the beginning, and we feel that there should pI 
be perhaps as many as 100,000 units a year of cooperative housing 
built if we are going to start licking the problem of middle-income | 
families. B 

All of this has been accomplished, the first 50,000 units, without any 
Government subsidy of any kind. Both the FHA and the Federal . 
National Mortgage Association have more than broken even under the 
program. FHA earnings on cooperative housing actually exceed the 


costs of the program by $8 million. > 

The cooperative housing program has made it possible to cut 4 
monthly carrying charges as much as $20 a month under comparable 
housing built under other sections of the program. Families which r 


might not otherwise have been able to afford ownership of their own 
homes have become homeowners. P 

This is a self-help program in its best sense. It has increased self- b 
reliance. And the increasing homeownership has made better citizens i 
of thousands of Americans. Such a program deserves your encour- + 4 
agement and support. 

The Cooperative League of the U.S.A. is a national federation of 
consumer, purchasing, and service cooperatives, serving every State 
in the United States, including Alaska. The league includes in its 
membership regional, State, and national organizations. It serves 13 
million families who are members of farm supply consumer goods, 
insurance, credit, rural electric, health, housing, student, and other 
cooperatives. 

Comprehensive housing proposals: First, we would like to point 
out that we feel that the Banking and Currency Committee and its 
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Subcommittee on Housing, chaired by Congressman Rains, should 
be given due credit for the emergency housing legislation which was 
adopted at the beginning of the last session of Congress, just a year 
ago. 

As a result of the emergency legislation, the building industry led 
the economy in its return to recovery. The sudden rise in new housing 
starts, and the impact, on the economy, are generally credited with 
having provided new jobs, not only in the building industry, but in 
the many industries which supply housing materials. The economy, 
as a whole, therefore, was stimulated by your action. As an organ- 
ization representing the consumer interest, we feel that the consumers 
of America also benefited through the addition to the housing supply 
of thousands of additional housing units which otherwise would not 
have been built. 

Second: This year, even though the economy is on a firmer basis 
than it was a year ago, there is still a great need for a dynamic hous- 
ing industry. There is an even greater need for increased housing 
to meet consumer needs, for at our current rate we have made no impact 
on the great backlog of slum dwellings and substandard housing 
which is the fate of an estimated 15 million Americans; also we are 
not keeping pace with the growth in our population. 

Other witnesses will be testifying on the overall housing need, with 
recommendations on the steps which should be taken by the Congress 
to meet that need. The cooperative league fully supports these pro- 
grams to meet the housing needs of the people, including : An expanded 
program of urban renewal; a reauthorization of public housing on 
the scale authorized in the Wagner-Ellender-Taft bill of 1949; a 
more adequate program to meet the needs of elderly persons; an emer-, 
gency program to take care of hundreds of thousands of people who 
will be displaced by the highway program, slum clearance, and urban 
renewal programs in general; and an adequate program of college 
housing. 

In more specific terms, we recommend an urban renewal program 
which woul authorize $600 million a year for 10 years, or a total 
of $6 billion urban renewal program. This program is so popular 
that, as far as I know, there have been no witnesses testifying against 
it. The mayors of almost every American city have been represented 
through their national organizations in testimony supporting the 
program. 

In any overall program to meet the housing needs, it is essential to 
build for the lowest income families who can secure adequate housing 
only if their needs are subsidized. We would complete the public 
housing program authorized by the Congress in 1949 under the Wag- 
ner-Ellender-Taft bill. There is a backlog of unused authorization 
which should be made available now to meet more adequately the 
needs of our most underprivileged families. 

We endorse the proposals introduced by Congressman Rains and 
others to provide direct loans for displaced families and for elderly 
persons. 

The need on college campuses for housing is so great that we sup- 
port the continuation and expansion of the popular college housing 
program. We would urge, however, that provision be made in that 
program for student cooperatives to borrow funds directly for the 
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construction of housing facilities operated by the student cooperatives. 
During the past 25 years, the student cooperatives have developed a 
program creating a sense of responsibility among the students them- 
selves. Many student cooperatives have a quarter of a century of ex- 
perience in providing student housing at the lowest cost of any 

rogram. . 
7 The emergency housing legislation initiated by this committee last 
year provided a billion dollars for advance commitments by the Fed- 
eral National Mortgage Association for housing at $13,500 or less 
per unit. The cooperative league supports an extension of that pro- 
gram. We have only one specific suggestion in this connection. 

In the legislation adopted last year to meet an emergency, a dis- 
crimination against cooperatives was allowed to stand in the bill 
which, I am sure, was not intended. While the legislation limits the 

urchases by FNMA to mortgages which are $13,500, or less, the 
Board of Directors of FNMA ruled that this meant that no blanket 
mortgage could be purchased under this program, even if the average 
mortgage amount per unit were less than $13,500. That ruling auto- 
matically excluded cooperative housing projects which have a single 
mortgage covering many dwellings, both in the no cing se and 
the sales-type cooperatives. The Congress could correct this dis- 
crimination by writing into the bill an authorization to include the 
purchase of mortgages of $13,500 per unit, which are insured under 
FHA section 213. 

Third: The programs of the administration contained in the budget 
message are wholly inadequate and fail to meet the housing needs 
of the American people. We do not subscribe to budget and legisla- 
tive recommendations which would sacrifice human needs by failing 
to provide an adequate housing program to meet the needs of all in- 
come groups. 

The legislative policy announced in the Housing Act of 1949—to 
ay hte a decent home for every American family—should continue to 

the yardstick for housing legislation. Moreover, as Congress rec- 
ognized last year in the emergency housing bill, an adequate housing 
program is important to the achievement of a sound economy and full 
employment. Through assuring continued high rates of industrial 
| seeppanevog and increasing the gross national product, we not only 

eep pace with the growth in our population but also produce addi- 
tional tax revenues. It is shortsighted to cut off these programs 
which are so essential both to human welfare and our economic 
welfare. 

As many of the members of this committee will remember, the coop- 
erative housing program, under FHA section 213, came as a com- 

romise after an intensive debate on a middle-income housing bill 
which would have authorized a comprehensive cooperative program to 
meet the middle-income housing needs of the country. Senator Spark- 
man and a subcommittee studied the cooperative housing program in 
the Scandinavian countries and brought back a report. and recom- 
mendations which were incorporated in Senate bill S. 2246. That 
bill was defeated by a very narrow margin in the Senate after having 
been adopted by its Banking and Currency Committee. When the 
middle-income bill was defeated, a compromise was worked out which 
authorized the Federal Housing Administration to insure mortgages 
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on cooperative housing. The program was established in April 1950, 
and will soon celebrate its ninth birthday. 

We want to commend this committee for its recognition through the 
years, that cooperative housing should be encouraged as a means of 
providing better housing at lower costs so as to meet the needs of 
moderate income families. This committee took the initiative in 
enacting not only FHA section 213, but also FNMA special assistance 
for cooperatives. From time to time, the committee has adopted nec- 
essary amendments based upon experience. Since no housing bill was 

assed last year, except the emergency bill, there has been an accumu- 
ation of amendments which experience has shown to be necessary. 
While some of these are merely technical amendments, all of these 
amendments are necessary and important to overcome obstacles which 
have arisen. We, therefore, strongly urge that the committee adopt 
all of these amendments. 

Under the program, FHA insures both permanent cooperatives and 
temporary or sales type cooperatives. The mortgages have terms up 
to 40 years, with an interest rate of 4.5 percent on the management 
type and 5 percent on the sales types. 

he program has been so successful that as of December 31, 1958, 
952 projects have been insured for a dollar volume of $559 million. 
These projects provide housing for 52,738 families, or well over 200,000 
Maple. This is equal to a good-size American city. 

ese homes have been built successfully in 38 of the 49 States. 
Commitments outstanding and applications in process should boost 
this figure even more substantially. FHA has made commitments for 
124 additional projects which would supply homes for 4,600 more fam- 
ilies with a mortgage value of $64 million. The applications in proc- 
ess are for an even larger number of units and dollar volume. 

The program has been successful because it has brought to consumers 
better housing at a lower price than has been available under any other 
Government program. At the same time, the homes built under this 
program did not cost the U.S. Government anything. This is an 
insurance program under which FHA has received more than $16 
million in fees and insurance premiums. The FHA cost has been less 
than $8 million. The net result, therefore, has been that the Federal 
Government has stimulated the production of more than 50,000 homes 
and earned about $8 million in the process. 

This, we believe, is a pattern which should be encouraged and 
extended as one of the best ways to stimulate homeownership by Amer- 
ican consumers. 

We would like now to present to this committee our specific recom- 
mendations. 

We are presenting to the committee staffs suggested language to 
my each of the proposals we are making. 

he Rains bill H.R. 2357, which is now before you, provides six 
amendments to the FHA Cooperative Section of the Housing Act and 
four amendments to the FNMA Cooperative Section. We are pleased 
that these are included and urge their adoption. 

FHA amendments: We support all of the provisions of section 
105(a) of the bill which amend section 213(b) (2) of the National 
Housing Act as follows: 
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1. Increases the maximum loan ratio from 95 percent replacement 
cost (90 percent of replacement cost if less than 50 percent of the 
cooperators are veterans) to 97 percent of replacement cost, er, in the 
case of veterans’ projects, 99 percent. The effect of this amendment 
is to make possible low downpayments for homes built under the 
cooperative housing program. This is desirable in order to serve 
more families of moderate income. 

2. Increases the dollar limitations on the maximum loan amounts 
for cooperatives to amounts comparable to those allowed for section 
207 housing, after reflecting the differences in the loan percentages, 
This makes it possible to do under cooperative housing what the bill 
permits for rental housing. Congress has consistently taken the posi- 
tion that homeownership is preferable to rental housing. It is, there- 
fore, proper that the dollar limitations should be at least as advan- 
tageous for cooperative housing as for rental housing. 

3. Permits the inclusion of community facilities in mortgages on 
property held by all three types of cooperative housing, namely the 
sales type, management type, and investor-sponsored cooperatives. 
This provision would make it possible to build community and recre- 
ational facilities at the time the housing is built. Ownership of these 
recreational facilities would continue in the hands of the cooperative 
members even though the homes in a sales-type project. were trans- 
ferred to individual ownership. This new provision will change the 
builder-sponsored sales type of cooperatives into genuine continuing 
cooperatives which would own and operate playground facilities and 
buildings with adequate space for civic association and co-op meetings, 
nursery schools, and other cooperative activities. Also, it would 
make it possible to provide swimming pools and other recreational 
facilities where the projects have a sufficient number of families to 
afford them. For a small monthly carrying charge the cooperative 
could provide the type of community facilities which make better 
homes and better living. These facilities reduce juvenile delinquency. 

This section also includes a necessary technical amendment to allow 
the investor-sponsored type of cooperative projects to include com- 
mercial facilities, just as those facilities are now authorized under the 
management-type cooperatives. The investor sponsored co-ops be- 
come management type co-ops upon completion. Therefore, ‘they 
should have the same basic authorization to provide the commercial 
facilities which are necessary for a cooperative housing community. 

Mr. Barrerr. What effect would that have on the American 
economy ¢ 

Mr. Campsety. I am talking specifically here about community fa- 
cilities authorized in cooperative housing projects. 

Mr. Barrett. Yes. 

Mr. Camppetn. We are, in general, in favor of the community fa- 
cilities bill, as it was brought out of th*’s committee last year. 

Mr. Barrett. Well, would that have any detrimental effect on bal- 
ancing the budget? 

Mr. Camesetn. Actually, it would not, in my judgment. 

Mr. Barrerr. All right. 

Mr. Camrsety. We feel when you build a project it is essential to 
plan recreation and community facilities in advance, rather than 
waiting until a community is built to buy more expensive property 
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or inadequate sites. This provision would make it possible to create 
adequate community facilities in every new project. 

The fourth extends cooperative mortgage insurance to a consumer 
cooperative which purchases existing housing, just as such insurance 
is now available to finance an individual purchase of an existing house. 
This eliminates a discrimination against cooperatives and extends the 
same rights to a group purchase as now apply to individual purchases 
of existing housing. This would make it possible for genuine con- 
sumer cooperatives to purchase existing projects at substantially lower 
prices than new construction and to use the mortgage insurance terms 
of section 213. 

Thus, residents of a project could become homeowners instead of 
tenants. This mortgage insurance would be available only in cases 
where the Commissioner determined that the purchase of existing 
housing by a cooperative group would be in the consumer interest. 
The mortgage amount would be based upon the Commissioner’s esti- 
mate of value based on continued use as a cooperative, rather than 
replacement cost. Several such cooperative purchases have been 
undertaken with dramatic success. 

The tenants have become homeowners. In the process the con- 
sumer cooperative has been able to lower the monthly payments 
charged to a consumer below the rentals they were paying before. 
At the same time, the co-op has stimulated self-help activities which 
have brought better maintenance, better landscaping and a better 
spirit to the community. Cooperatives have prosneen 100 percent 
occupancy in projects when they have purchased where there had been 
only partial occupancy prior to conversion to cooperative ownership. 

The fifth permits the Commissioner to include the 2 percent working 
capital fund, now required for cooperative projects, to be included 
as a part of the replacement costs upon which the mortgage is com- 
puted. This fund provides working capital for the advance payment 
of taxes, insurance, and other costs. These are necessarily a part of 
the initial capital costs required in the creation of a cooperative 
project. Co-op projects are required to have such a working capital 
fund, which strengthens the projects economically and psycholog- 
ically. 

6. Establishes two mutual mortgage funds for housing coopera- 
tives, paralleling the mutual mortgage fund now covering section 203 
housing. Actually, we feel this was an oversight. Two funds of 
this type should have been established a long time ago. This would 
give the cooperatives a parallel situation with the 203 program, and 
savings or earnings on the wire. Ie could be returned to the coopera- 
tive, just as they are now returned to owners of mortgages under sec- 
tion 203. 

Mr. Apponizio. May I suggest there that it is my understanding 
that the administration opposes this. I can’t see any reason why. Do 
you have any explanation for it? 

Mr. Campse.. There is apparently no rational explanation of why 
the administration opposes it. I think it is unfortunate that the new 
Commissioner of F N had to appear before he had an opportunity 


to understand what the cooperative housing program was about, and 
Iam sure that many of the recommendations that he made here yester- 
day would not be made 30 days from now, or 60 days from now, when 
he has a chance to know what is involved. 
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Mr. Apponizio. The Rains bill has this proposal in it which you | 
suggest ? 

r. CAMPBELL. That is correct. We feel it is essential. I think it 
is not betraying any confidence to indicate that the FHA approved 
this proposal last year, that the staffs have worked out all of the | 
formula for it, that someplace in the Bureau of the Budget this got | 
knocked in the head, even though it has no effect on the economy of | 
the United States at all. There is no rational explanation of why 
FHA turned up making a recommendation against it. 

Mr. Apponizi0. It is also my understanding that the administration 
wants to raise the interest rates for section 213 cooperatives. What 
do you think of that ? 

Mr. Campse.i. We do not feel that that would help the program. 
Anything which increases the interest rate increases the cost to the 
consumer. There is every reason to believe that one of the major 
problems in inflation is the cost of money. I don’t know why nobody 
talks about the cost of money as being a factor in inflation. It is just 
as important to know that money has raised 50 percent or 100 per- 
cent as it is to know that other materials may have gone up 18 per- 
cent. This is really running contrary to the Hee economic policy. | . 

There are trier: | other things which are not yet in the Rains bills : 
which we would like to recommend. A couple of them are technical. 

One is that the test of feasibility under section 213 for a project t 
should be its continued suitability of use as a cooperative. There has 


been a feeling on the part of some in FHA that you have to test  * 
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whether this will sell as a rental project before you decide whether , 

it is feasible as a cooperative for FHA. ( 
Mr. Apponizio. The staff will study these technical recommenda- | 

tions, I assure you. (ee 


Mr. Campsett. The other ones affect urban redevelopment areas, 
and a provision which would allow the Commissioner to give first 
preference to a consumer cooperative in acquisition. On the FNMA 
amendments, several of these are in the Rains bill. The first one 
would cut the cost to the consumer by providing that the fees not 
exceed 1 percent with one-fourth of 1 percent payable at the time of 
commitment. An extension of the par provision, of course, is very 
important. 

nother amendment would provide, instead of the $75 million per 
year which is in the bill, $100 million a year for 5 years. 

There are applications pending now which would use that much, 
and if there were funds available we are sure that a substantial in- : 
crease in the program would be available. We urge that one-half 1 
of these funds be reserved for consumer cooperatives, the other half | 
should be reserved for projects in which adequate provision is made 
for community facilities so the projects can turn out to be genuine 
cooperatives. 

Next, which is particularly important, is that the cooperatives be in- 
cluded as a part of the urban renewal program. It is important 
than in an urban renewal program you not only have expensive hous- 
ing and public housing, but you should have middle-income housing, 
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too, as a balanced program. Our proposal No. 12 would do that. | 
No. 13 provides that the FHA ceiling, rather than the FNMA arbi- 
trary ceiling on special assistance projects, be used. 
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No. 14 would implement the proposal we made earlier that the 
$13,500 per unit be authorized under the emergency housing program 
so that cooperative housing could be built. We also suggest 1 amend- 
ment on the college housing program. We feel that , of the 
very great success of the student cooperatives over the past 25 years, 
that the student cooperatives should have the right to borrow under 
the college housing program. We understand that the administration 
proposal yesterday was that they saw no reason against it, but they 
didn’t feel that this was necessary. 

Our student cooperatives have felt that it is important to have that 
authorization in the bill. Finally, Mr. Chairman, I would like to say 
that it has been 10 years since your committee made a study of this 
middle-income housing program. We would like to recommend that 
at the close of this session you should do as your committee did 10 
years ago, take a look at what has been accomplished, particularly in 
the Scandinavian countries, on their middle-income housing, both 
cooperative and middle income. 

r. Apponizio. Are you suggesting that this committee make a trip 
to Europe? 

Mr. Campsett. I certainly am. I feel this would be in the public 
interest. 

Mr. Apponizio. I don’t think you would have much objection from 
the members of the committee, 

Mr. Campsetyi. But I think the record should show, Mr. Chairman, 
that an organization with 13 million members like our own, with 13 
million taxpayers, would be heartily in favor of your doing something 
of that kind. I think this is in the public interest. 

Mr. Apponizio. I think it would be a worthwhile study, Mr, 
Campbell. 

Mr. Barrett. May I just interpose at this point ? 

You say you think they should make these trips and these surveys? 

Mr. Campsetu. Yes, I do. 

Mr. Barrett. I think it should be compulsory on the Members to 
make trips. For example, we just had a chance to look at the Southern 
Asia Conference. That was the definite feeling I had. It ought to 
be compulsory for every Member to go there and see for himself the 
need in order to benefit the country in which we live. 

Mr. Campse.y. I agree with you, except I think if a Member of 
Congress went under compulsion he might not learn what he ought 
to learn, but I think it should be public policy. 

Mr. Barrett. It is my opinion, when compulsory education came 
into effect, we were more intellectual people than we were before 
we had compulsory education. 

Mr. Campse.. I agree with you. Compulsory education is an im- 

ortant factor. Possibly voluntary travel with the need of the public 
in mind will help these things. 

We have spelled out in our statement the needs for cooperative 
housing. There is the feeling in the agencies sometimes that the suc- 
cess of the program is due to the availability of FNMA money. That 
is not necessarily so. Other investors have found out this is a good 
program and a good investment. 

It is important to point out the basic reasons why it is possible to 
build better housing for less money under the cooperative housing 
program. 
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1. Cooperative housing is the only way to provide home ownership 
in areas where single-family homes are not possible and where apart- 
ments or multiple housing must be built. It is the only effective pro- 
gram to bring home ownership to individuals in many of our great 
metropolitan areas. 

2. The 414-percent interest rate now provided under the manage- 
ment type program is slightly lower than that used in other FHA and 
in conventional housing. This is due to the fact that blanket mort- 
gages and large-scale operation reduce servicing costs for the finan- 
cial institutions. The lower interest rate reduces monthly charges for 
consumers. 

3. The longer period of amortization under the program—up to 40 
years—makes it possible to provide the consumer with a lower monthly 
payment to repay the costs of developing the project. 

4, Cooperative projects are owned and operated for the benefit of 
the members on a nonprofit basis. ‘There is a substantial reduction 
in monthly charges in a cooperative through the elimination of the 
profit which is normally included as part of rent. 

5. There are generally no vacancy and collection losses on coopera- 
tives where people make a downpayment and have a financial stake 
in the property. As cooperative owners, they remain in occupancy 
over long periods of time. Cooperatives do not have the instability 
and turnover of rental housing. When any collection or vacancy 
losses arise, this is first charged against the downpayment of the 
member, so that the cooperative itself does not suffer a loss. The 
absence of vacancy and collection losses means that it is not necessary 
for a cooperative to include in the monthly charges the 7-percent 
allowance on rental housing. In contrast, there is only a 3-percent 
operating reserve which is normally included in monthly charges in a 
cooperative. 

6. Self-maintenance by the owners of cooperatives is a further fac- 
tor contributing to economy and lower monthly charges. As owners, 
members of the cooperatives provide a much higher degree of care for 
their dwellings than in semi projects, which reduces operating costs. 

7. Through a cooperative, the physical character and appearance of 
the entire neighborhood can be maintained. The cooperative has the 
responsibility for maintaining exteriors of buildings, which provides 
this continuing neighborhood protection. 

8. There is the psychological reward of homeownership, and the 
spirit of cooperating, which produces community benefits. The coop- 
erative activities of members in housing lead to other joint efforts for 
community benefit. These include cooperative nursery schools, teen- 
age clubs, recreational and educational activities, all of which enrich 
the lives of the people and promote a wholesome environment for 
families with children. 

Asa result of the foregoing savings a cooperative can provide hous- 
ing at monthly charges which are 20 to 25 percent less than the 
amounts paid for comparable rental housing. 

In conclusion, it is our sincere belief that the amendments recom- 
mended will strengthen the cooperative housing program under the 
FHA and will do a great deal to bring more new housing to people 
in middle income brackets, without cost of any kind to the Federal 
Government. 
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Sec. 213—COoPERATIVE HOUSING 
Status as of Dec. 31, 1958 
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Dollar 
volume 
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Mortgages insured—As of Dec. 31, 1958, 
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mortgages have been insured on 952 
projects, comprising 52,7388 units, for $559,017,133 in these States 
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Applications in process—As of Jan. 28, 1959, applications have been submitted 
on 78 projects, comprising 5,499 units, for $85,618,400 in these States 
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Commitments outstanding-—As of Jan. 28, 1959, commitments have been issued 
on 114 projects, comprising 4,307 units, for $60,717,380 in these States 
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We certainly appreciate the opportunity to appear before the com- 
mittee. We would like to say our attention has recently been called 
to the fact that Congressman Brademas is introducing an amend- 
ment which would make it possible to renegotiate in hardship cases 
the sales PHA has made to consumer organization. We are very 
much in favor of the principle outlined in Congressman Brademas’ 
proposal. 

Mr. Apponizi1o. I understand Congressman Brademas is going to 
testify Monday afternoon regarding that proposal. 

Mr. Campsett. We are aware of the specific cases involved and 
know that this is in the public interest, and would like to add our 
— 

Mr. Apponizio. Thank you very much, Mr. Campbell. We appre- 
ciate your testimony and I am sure the committee will give it serious | 
consideration. 

Do you have any questions? 

Mr. Barrett. No. 
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Mr. Apponz1o. You may be excused. 

Mr. Campsett. Thank you, sir. 

Mr. Apponizio. The committee will adjourn to meet again at 2 
o'clock. 

(Whereupon, at 12:45 p.m., the subcommittee recessed, to recon- 
vene at 2 p.m. of the same day.) 


AFTERNOON SESSION 


Mr. Rarns. The committee will be in order. 

The first witness is Mr. Robert A. Holloway, of Baton Rouge, La., 
chairman of the Realtors’ Washington Committee of the National As- 
sociation of Real Estate Boards, and with him is our good friend Jack 
Williamson. 

We are glad to see both of you. Will you have a seat and proceed ¢ 
It looks like a brief statement, so you may proceed any way you see 
fit. Your entire statement will go into the record, Mr. Holloway. 


STATEMENT OF ROBERT A. HOLLOWAY, CHAIRMAN, REALTORS’ 
WASHINGTON COMMITTEE OF THE NATIONAL ASSOCIATION OF 
REAL ESTATE BOARDS, ACCOMPANIED BY JOHN C. WILLIAMSON, 
DIRECTOR, DEPARTMENT OF GOVERNMENTAL RELATIONS 


Mr. Hottoway. Thank you, sir. 

Mr. Chairman and members of the subcommittee, my name is Robert 
A. Holloway. I am from Baton Rouge, La., where I have been en- 
gaged in the real estate brokerage and homebuilding business for ap- 
proximately 12 years. 

I appear before you as chairman of the Realtors’ Washington Com- 
mittee of the National Association of Real Estate Boards, a federa- 
tion of 1,310 local real estate boards with a membership of approxi- 
mately 63,500 realtors throughout the United States. 

Our association has had an opportunity to review H.R. 2357 and 
H.R. 3319, the two major housing bills which are pending before the 
subcommittee, but time does not permit of our testimony with respect 
to all of the provisions contained therein. 

However, we desire to comment on certain provisions in these bills, 
and propose certain amendments for the subcommittee’s consideration. 
These we will discuss under their appropriate headings. 

Before proceeding, however, I do want to make the statement that 
H.R. 2357 contains several amendments which we are confident will 
make the FHA and FNMA programs serve better their statutory ob- 
jectives. We commend the ehaipeta for the painstaking effort which 

e and the subcommittee took to develop this legislation. 


Feperat Hovustne ADMINISTRATION 


HOME IMPROVEMENT AND REPAIR LOANS 


H.R. 2357 provides for a 1-year extension of this important FHA 
title I program which has contributed so much to the raising of housing 
standards of the American people. It is presently under a 5-year ex- 
tension, and we are at a loss as to the basis for only a 1-year extension 
to September 30, 1960. 
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Surely this program ought to be saved any speculation as to its 
continued existence. An extension now for 1 year following a 5-year 
extension in 1956 might be construed as indicating Congress feels the 
program no longer merits the confidence placed in it in 1956. I am 
confident that the subcommittee certainly does not desire that such 
an interpretation be placed on its action. We strongly recommend 
that the program be extended on a permanent basis as recommended 
in H.R. 3319. 

SALES HOUSING 


Maximum mortgage ceilings: H.R. 2357 would increase the maxi- 
mum mortgage amount under sections 203 and 220 sales housing from 
$20,000 to $25,000 on one- and two-family homes; from $26,500 to 
$30,000 on a three-family home, retaining the present $35,000 ceiling 
on four-family homes. 

We recommend that the maximum limits be increased to at least 
$30,000 for one- and two-family homes. We believe that the change 
is necessary to give the FHA programs the broad basis which its 
original architects and the Congress envisioned. Increased average 
costs of about 33 percent above 1947-49 averages underscore the need 
for discarding the $20,000 maximum which has been in the law since 
1950. 

Trade-in: We endorse the liberalization of the trade-in program 
provided in both H.R. 2357 and H.R. 3319. This was covered more 
extensively in our testimony last year. 


MORTGAGE INSURANCE PREMIUM 


While our association takes no position on reducing the mortgage 
insurance premium to one-fourth of 1 percent, we do believe that 
the subcommittee should undertake a study of the possibility of re- 
quiring a single prepaid premium. This we believe would be more 
desirable for both the purchaser and the lender if determined to be 
practicable from the underwriting standpoint. 


LOW-COST HOUSING IN RURAL AND OUTLYING AREAS 


We endorse the provision in H.R. 2357 increasing the maximum 
section 203(i) mortgage from $8,000 to $9,000. This program is the 
source of low-cost housing in outlying areas, and such an increase 
would certainly make the program more effective. We also urge 
approval of the provision in the bill extending this program to existing 
housing. The existing home inventory is still the principal source for 
upgrading the housing standards of American families. 

Limiting any housing program to only new construction presup- 
poses that a new house is the sole choice of the family desiring to 
purchase a home. This approach is rejected in all the FHA programs 
except 203(i) and 213, and we believe that the Congress should make 
these programs conform to the philosophy underlying the other five 
insurance programs (section 203(b), 207, 220, 221, and 222) all of 
which include existing homes. 

There are many existing houses in rural and outlying areas which 
may be made available to lower income families if the Congress would 
extend section 203 (i) to existing homes. 
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INTEREST RATES 


Our association does not now and never has believed in high-interest 
rates. However, we do believe in rates which are competitive because 
without this factor the home purchaser is inevitably the loser. 

Our association has on numerous occasions urged the Congress to 
approve some formula which would permit the VA and FHA rates to 
fluctuate below some statutory ceiling such as the present FHA 
6 percent ceiling. 

We reiterate our request of the past several years that such flexibil- 
ity be written into law. Without such flexibility the valuable veterans’ 
home loan guarantee program will have little future beyond its current 
low level of activity. Without it the Congress will be urged repeat- 
edly to undertake costly but temporary alternatives such as support- 
ing the regular FHA and VA programs with Treasury money. 

Last year the Congress made available $1 billion of Treasury funds 
to support programs which needed support only because their fixed 
interest rates were noncompetitive. This $1 billion at most could 
contribute to the construction of approximately 75,000 homes. 

Unless the Congress meets this problem of interest rates through a 
greater degree of flexibility, the question of appropriating hundreds 
of millions every year to support programs because of unrealistic 
submarket interest rates will rise again and again to plague the 
Congress and the administration in their pursuit of the common goal 
of a healthy economy and a stable price level. 


RENTAL HOUSING 


On the subject of interest rates we believe that pending the approval 
of an appropriate interest rate formula, the immediate objective 
should be an increase in the statutory ceiling for section 207 rental 
housing from its present 414 percent to the 6 percent ceiling governing 
the section 203 programs. 

Section 207 rental housing money was available in 1958 only at 
high discounts. What little was available early this month even at 
high discounts must have vanished when the Treasury issued $750 
million in bonds having a yield of 4.07 percent. 

The situation is further aggravated by a review of the yields on 
hew high-grade corporate bonds. The yields on new issue corporates 
increased from 3.62 percent in January 1958, to 4.44 percent in 
December 1958. 

Surely the Congress should not insist on leaving the section 207 
rate at its present 414 percent. We hope that an amendment will 
be approved to increase the statutory maximum rate at least in line 
with that recommended by the administration last year. 

We also endorse section 104(b) of H.R. 2357 increasing the ratio 
of loan to value on section 207 to 95 percent. Cost certification and 
control over the methods of operation and rate of return on section 
207’s justify this increase in loan-to-value ratio, and we believe that 
its approval will stimulate the construction of rental housing. 
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COOPERATIVES 


We recommend approval of section 105(d) extending the section 
213 program (management cooperatives) to existing structures. 


GENERAL INSURANCE AUTHORIZATION 


We recommend that the general insurance authorization for the 
FHA programs be placed on a continuing basis as recommended in 
H.R. 3319, thereby obviating the necessity for the agency to make 
repeated estimates and requests for enough additional authorization 
to stay in business, and ending the perennial speculation as to whether 
v0 FHA will be able to insure mortgages after the Congress goes 
nome. 

Surely the FHA mortgage insurance program in the 25 years of 
its existence has earned a more secure niche in the country’s housing 
statutes than to be the unhappy object of speculation each year as 
to its continued existence. 

We can think of no more appropriate way for Congress to com- 
memorate the silver anniversary of its own child than to bestow upon 
it a permanent continuing authorization. 


NATIONAL BANKS 


We also recommend approval of section 1006 of H.R. 2457 which 
amends the National Housing Act to exempt FHA-insured section 203 
mortgages from the present: limitation in the act that national banks 
ra lend no more than 60 percent of their time and savings deposits on 
real estate mortgages. 

The Servicemen’s Readjustment Act exempted VA-guaranteed loans 
from this limitation, and we believe that the section 203 mortgage 
should be entitled to the same exemptions. Removal of the limitation 
would enable many commercial banks to increase their participation 
in FHA home financing. 

While this completes our testimony with respect to the FHA provi- 
sions of the bill, we want, to assure the subcommittee of our interest 
in and support of several other provisions in the bill concerning sec- 
tions 220, 221, and 222. We urge approval of these changes for the 
reasons set forth in detail in our testimony before the subcommittee 
last year. 

FeprraL Nationa MorrGaGe AssocraTion 


SECONDARY MARKET OPERATIONS 


Maximum mortgage limit 

We are pleased to note that H.R. 2357 and H.R. 3319 contain pro- 
visions increasing the maximum dollar limit for mortgages purchased 
by FNMA’s secondary market operations from the present $15,000 
to $18,000 and $20,000, respectively. 

However, should the committee approve an increase in the maxi- 
mum insurable mortgage under section 203, it would appear that 
the anomaly sought to be corrected is still with us. FNMA in its 
secondary market operations is mandated to conduct its operations 
consistent with sound business principles. 
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No subsidy is involved; indeed FNMA even pays the regular 
corporate income tax on its earnings. 

It is our opinion that so long as there is authority for the FHA 
and VA to insure or guarantee a mortgage in excess of $15,000 or 
$20,000, there is no logical basis for limiting FNMA operations to 
mortgages of these amounts. 

We want to emphasize that we are talking about mortgages pur- 
chased under FNMA/’s secondary market operations. Under special 
assistance we appreciate that there is a valid basis for limiting the 
dollar amount of mortgages so purchased. 


Standby commitment 


The most disturbing aspect of FNMA’s secondary market opera- 
tions is the minor role that it plays in the existing home market. 
The legislative history of the FNMA Charter Act, the language itself, 
the role of private money in FNMA’s capitalization and financing, 
all attest to its basic purpose of providing a secondary market for 
FHA-insured and VA-guaranteed mortgages. 

Yet a study of the December 31, 1958, cumulative analysis of mort- 
gages purchased by FNMA reveals that only 11.6 percent of the 
mortgages purchased were on properties 5 years old or over. 

This low percentage of mortgages on used homes purchased by 
FNMA is in sharp contrast to FHA’s mortgage insurance activit 
on used homes. An analysis conducted in 1956 by FHA’s Research 
and Statistics Division revealed that with respect to mortgages in- 
sured during that year 53.6 percent were on homes pada. ser aa 
1950 and 46.4 percent were on homes constructed prior to that year. 

Because of the lenders’ concern over FNMA’s selectivity, many 
purchasers of lower priced used homes, which would ordinarily be 
acceptable to FHA, are directed into the higher interest rate con- 
ventional market and, more often than not, into second mortgages. 

We believe that a simple amendment would meet the objective 
which we seek. This would permit FNMA to issue a standby com- 
mitment on an existing home (as it does now on new construction) 
at a price reasonably below the market sufficient to insure against 
excessive use of FNMA’s facilities for this purpose. 

Thus, a lender, by paying for example, a 1 percent commitment 
fee, would at least obtain FNMA/’s prior assurance that the home 
would be acceptable to FNMA in the event the lender desires to 
offer the mortgage at some subsequent date to FNMA’s secondary mar- 
ket operation. 

We therefore strongly urge that section 302(c) of H.R. 2357 be 
approved. In our considered opinion such amendment would permit 
greater neg gen by FNMA’s secondary market operation in 
mortgages on the used home which represents the greatest source of 
housing to home-buying families. 

This change would facilitate the purchase by lower income famil- 
ies of low-priced existing homes and would reduce the use of expen- 
= 0 mortgage financing by families who are least able to 
afford it. 


Pricing 
We seriously question the desirability of changing FNMA’s pricing 
criterion as provided in section 302(a) and (b) of H.R. 2357. Prob- 
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ably, the most valid argument against the amendment is that it is 
unnecessary if stability in the general secondary market is the only 
mee as FNMA has contributed to this stability under the present 
aw. 

However, new language must be construed so as to impart mean- 
ing. The amendment if approved could conceivably require FNMA 
to take positive and additional steps to achieve stability, and we are 
concerned that this would cause FNMA to veer away from its pres- 
ent approach to one of supporting the market. In other words, the 
change in pricing criterion could force FNMA’s secondary market 
operations to take on some of the aspects of special assistance. 

FNMA must continue to conduct its operations consistent with 
sound business principles. For FNMA to be mandated by the Con- 
gress to do less impairs the value of the $38 million in outstanding 
common stock, and makes more difficult FNMA’s borrowing from 
the public. We urge the subcommittee to delete these two subsections 


from the bill. 


Short-term loan on FHA and VA mortgages 

We endorse section 304(a) of H.R. 2357, which could extend 
FNMA/’s secondary market operations to include authority to make 
short-term loans, up to 12 months, on the security of FHA-insured 
and VA-guaranteed mortgages. 

Such a lending authority would require one-half of 1-percent 
capital stock subscriptions by the borrower. Loans would not be in 
excess of 95 percent of the market value of the pledged mortgages 
but should be with full recourse to the borrower to prevent FNMA 
from becoming a dumping ground for mortgages whose security has 
been impaired, or which may otherwise be on the verge of default. 

We sincerely believe that this extension of FNMA’s authority 
would be consistent with the sound business principles with which 
FNMA conducts its secondary market operations. The regional home- 
loan banks in the Federal Home Loan Bank System with respect to 
federally chartered savings and loan associations, and the Federal Re- 
serve System with respect to its member banks, conduct lending opera- 
tions on the security of mortgages or other eligible paper. This ac- 
commodation should be included as part of FNMA’s secondary market 
operations to provide mortgage liquidity for borrowers who do not 
want to sell their mortgages. We want to emphasize that this does not 
involve the lending of Government funds. 

FNMA’s borrowing authority from the public should be increased 
from its present 10 to 15 times its capital and undistributed surplus 
(or its portfolio) to provide the means for conducting such a lending 
operation. 

We believe that within the framework of the present Federal Na- 
tional Mortgage Association we have the basis for a sound central 
mortgage facility which to an appreciable extent would provide mort- 
gage liquidity for the FHA and VA sectors of the mortgage market 
eomparable to that provided the federally chartered savings and loan 
associations and the national banks by the regional home-loan banks 
and the Federal Reserve System, respectively. 

We do not know whether the proposed lending operation will be the 
complete answer, but we are certain that it will be a decided step 
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toward solving the problems which flow from periodic fluctuations in 
the availability of residential mortgage credit. 


Special assistance 
We do not believe that it is necessary to extend the special assist- 
ance program of FNMA to the regular FHA and VA programs as 
provided by section 303(d) of H.R. 2357, : 
In our considered opinion, the problem sought to be solved by this 
type of Treasury support could be better solved by a more flexible 
interest rate policy as discussed earlier in this testimony. 


COMPOSITION OF THE FNMA BOARD OF DIRECTORS 


In recognition of the more than $38 million in common stock pur- 
chased and held by the users of the secondary market facility, we 
recommend that the Administrator of the Housing and Home Finance 
Agency be authorized to appoint one director from among the common 
stockholders of the association. Such an amendment should contain 
appropriate language restricting the authority and services of this 
director to the secondary market operations of FNMA. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


The voluntary home mortgage credit program has proven an effec- 
tive Government-private industry mechanism for the financing of 
homes for many families in smaller communities. We urge the Con- 
gress to extend its life for 2 years beyond its present July 31 termi- 
nation date as provided in H.R. 3319. 


FEDERAL HOME LOAN BANK SYSTEM 


Our association recommends approval of title VII of H.R. 2357 
which contains two amendments affecting savings and loan associa- 
tions. One would increase the amount of assets which an association 
could invest in the purchase of participating interests in real estate 
mortgages, and the second would increase the maximum insurance per 
beneficiary to $20,000 instead of the present $10,000. 

Our organization views the savings and loan associations as the 
largest single source of residential financing. The increase in insur- 
ance would attract additional investments in such associations and 
would redound therefore to the benefit of the home-buying public. 

I might add that we suggest this also be made for the benefit of 
national banks. This recommendation is not included here, Mr. 
Chairman, but naturally we feel that they should be entitled to the 
same prerogative. 

Mr. Rats. I might interrupt you to say when it finally comes out, 
it will have banks included along with the others. 

Mr. Hottoway. Thank you, sir. That concludes my testimony. 

Mr. Chairman, there is another thing I would like to say, if I may. 
In order not to prolong unduly the time allotted me, I would like to 
file for the record our statement in support of the 6-year extension of 
obligational authority for capital grants for urban renewal provided 
in H.R. 3319. However, I wish to invite the subcommittee’s attention 
specifically to the two recommendations that we make: 
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1. That no community be eligible for financial assistance unless it 
is actively engaged in the enforcement of an adequate code for health 
and safety in housing, and 

2. That applications for capital grants in urban renewal programs 
be subject to a priority system that will encourage more programs 
which include the elements of neighborhood rehabilitation and 
conservation. 

Mr. Rarns. Mr. Holloway, thank you for your statement. I ap- 
preciate the support you give to certain items in the bill I introduced. 
The remainder of your testimony on urban renewal will become a 
part of your statement in the record. 

(The statement is as follows :) 


URBAN RENEWAL 


CAPITAL GRANTS 


We endorse those provisions of title III of the bill, H.R. 3319, which would 
(1) change the procedure for making planning grants so that a community 
may share in the cost of such planning in the same ratio as it shares in the 
cost of the project; and (2) extend the obligational authority for capital grants 
through fiscal year 1965 with a total authorization of approximately $1.35 bil- 
lion and a gradual reduction in the Federal financial participation from the 
present 6634 percent of net project cost to 50 percent beginning with fiscal year 
1962. 

We do not believe that reduction in the Federal financial contribution as set 
forth in H.R. 3319 means less urban renewal. On the contrary, if the two 
recommendations of our association, as set forth below, are adopted the end 
result must surely be a market decline in the growth of slums. These suggested 
policy changes would ultimately insure a vastly greater amount of improvement 
in relation to each Federal dollar spent. 


CODE ENFORCEMENT 


In Federal legislation to assist the cities in combating unfit housing condi- 
tions one of the principal advances made in the 1954 Housing Act was to estab- 
lish the broad concept of urban renewal as distinguished from the more limited 
process of urban redevelopment. Under the broader program, cities were to 
be given encouragement and cooperation in programs that would promote re- 
habilitation, as well as total clearance in bringing about the restoration of run- 
down urban areas. 

It has become clear that this approach, with its potential of curing many 
times as much urban deterioration as could be hoped for under tremeudously 
costly total clearance procedures alone, must rest upon a foundation of firm 
enforcement of city ordinances that require property owners to meet adequate 
health and safety standards for structures to be used for human habitation. 
In qualifying for Federal assistance in urban renewal programs cities are quite 
properly required to present workable programs committing themselves, among 
other things, to engage in this indispensable type of local government action. 

However, the cities are not required to show performance, but only to indicate 
a general intention to engage in future performance. Under existing administra- 
tive practices this may remain the case long after cities have received tangible 
financial assistance from the Federal Government. 

Therefore, we strongly urge that the Congress insure, by statutory require- 
ment, that no city be eligible for direct Federal financial assistance in the form 
of capital grants for urban renewal until the city shows that it is actually 
engaged in the vigorous enforcement of a city ordinance requiring all structures 
used for dwelling purposes to meet modern, reasonable, and adequate standards 
of health and safety. 

REHABILITATION 


The process of urban renewal, conceived of as a broader program than urban 
redevelopment, has unfortunately remained overwhelmingly no more than rede- 
velopment with lesser emphasis on rehabilitation than must have been con- 
templated by the Congress in the 1954 act. The municipalities have not been 
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given adequate encouragement or incentive to launch the broader scale programs, 
such as those emphasizing rehabilitation, with their greater potential in improve- 
ment per dollar of Federal money expended. Administrative action to place the 
required accent on the broader scale approach requires, in our opinion, some 
specific expression of policy on the part of the Congress. 

We, therefore, recommend for the committee’s consideration an amendment 
to title I of the Housing Act of 1949 to require the establishment of a system of 
processing urban renewal applications that would give priority to those applica- 
tions which propose urban renewal programs based predominantly on rehabilita- 
tion and conservation procedures. 

As of January 1, 1959, the Federal Government had committeed itself to $1,350 
million in capital grants to cities for the purpose of carrying out urban renewal 
programs, and by the same date disbursements on executed projects were $156 
million. Most of the funds committed are for total clearance undertakings—not 
only a tremendously costly process but an extremely slow-moving one. With this 
much total clearance work in the pipelines, we submit that it would now be timely 
to establish a priority system giving an advantage now to those cities that pro- 
pose to approach suitable problem areas with the determination to save and 
rehabilitate everything worth saving and to demolish only those structures that 
are unfit for rehabilitation or that will not mesh in an urban renewal plan. 


Mr. Rarns. There are two or three questions that I would like to 
ask. Most of your recommendations I agree with, but on one I think 
I must express my personal opinion. There is considerable urging 
to extend these programs that we all recognize are good to infinity. 

Now, the Congress doesn’t like infinity. I am talking realistically 
now. If we did that we wouldn’t get to see you fellows often and 
we wouldn’t get to see the agencies often and certain other good hous- 
ing measures that we might want to pass we might not have as good 
a chance for. 

I can agree as a member of this subcommittee that I favor the con- 
tinuation of them as the record shows, but the idea of just extending 
them on and on to infinity sounds good but it is not quite realistic in 
the light of the way the Congress must operate. 

I think we ought to give a long length extension tothem. I notice 
you mention 5 years. Three years was the extension we gave to title I 
in 1956. 

Mr. Hotioway. Yes. 

Mr. Rarns. I notice you corrected that in your reading of the state- 
ment. In your statement, Mr, Holloway, you seemed to imply that 
Fannie Mae is so selective in its purchasing requirements that it is 
turning down many good, sound, solid FHA and VA mortgages. Yet 
at the same time you say that you don’t believe we ought to put in 
the word “stabilization” of Fannie Mae because you are afraid that 
will hold them too rigid. I think the intention of the word would be 
to attempt to achieve that very thing that you seem to point out as 
being needed and that is to stop some of the extreme selectivity on the 
part of Fannie Mae. 

Do you have any comment on that? 

Mr. Hottoway. Yes; as a realtor and as a builder one of our prob- 
lems today is that we are having increasing opportunity to move 
people who have outgrown their two-bedroom homes. These are nice 
homes, and they are wonderful for new families, but their owners 
would like to move on to three-bedroom or four-bedroom homes. The 
problem is that Fannie Mae has been reluctant to make an advance 
commitment to us on an existing house so that the seller does 
not have the opportunity of knowing whether or not Fannie Mae 
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would buy that mortgage at some subsequent date. Therefore, the 
lender is not willing to close it under his own terms. 

We feel that Fannie Mae should continue its selectivity in a 
businesslike arrangement because we know they have to sell loans out 
of their portfolio. 

We feel that subject to a commitment fee, a lender should be able to 
submit to Fannie Mae for prior approval a mortgage on an existing 
house so that Fannie Mae could agree to accept the mortgage if a suit- 
able creditor is presented. This would ay the broker and the builder 
and the lender in a position of being able to do something about these 
used houses that we have on the market. 

Mr. Rarns. Well, Mr. Holloway, that doesn’t quite get my point. 
Perhaps, Mr. Williamson would like to comment on it. It seems to 
me contradictory to approve of one and disapprove the other. 

What do you think about it? 

Mr. Wit1amson. Let me comment on that. We believe that Fan- 
nie Mae should have the right of applying some selective criteria. 
They should have the right to look beyond the mortgage, but in re- 
gard to some of these lower-priced existing homes, the lenders just 
feel that Fannie Mae may reject the mortgages and therefore they 
steer them away from FHA. 

We think that can be cured not by requiring Fannie Mae to buy 
all mortgages, but by issuing standby commitment. On this other 
subject. of the provision of the bill which would add the words “aid 
in the stabilization” and eliminate the words “within the range of 
market prices,” we are a little bit concerned about that criterion. You 
will recal] in 1954 the criterion was that Fannie May would buy at the 
market price. 

Then in 1956, that was changed to “within the range of market 
prices.” We think that by adopting different language, since one of 
the elementary rules of statutory construction is that language must 
be construed to have a meaning, well, you begin to wonder what Con- 
gress would mean by striking the language “within the range of 
market prices” and putting in this new language. 

We think that it could be construed as amandate from the Con- 
gress for Fannie Mae to start supporting the market and we think 
that it would cause Fannie Mae to veer closer to special assistance. 
We do not think that that is what the secondary market operation is 
supposed to do. 

0 we are more concerned about changing the criterion at this time 
when we feel that Fannie Mae under the existing language has done 
a very good job in promoting stability in the mortgage market. 

Mr. Ratns. Mr. Baughman was on the stand yesterday and, of 
course, he doesn’t favor either one of your proposals—— 

Mr. Witi1amMson. We regret to say. 

Mr. Ratns. He said in his judgment Fannie Mae had done a good 
job of supporting the market, and I am inclined to agree with him 
that they have because of the housing bill that came out in April. I 
am no prophet and I don’t want to be a prophet of doom, because this 
may be a good year, but a lot of signs point to money getting harder 
and more difficult as this year rolls on. I don’t think there is any 


doubt about that, and I was just wondering if it wouldn’t be very 
good to urge Fannie Mae in those times when the market starts drop- 
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ping to remember that after all they do have a little different setup 
from a private mortgage lending company. 

I think one of the purposes of Fannie Mae is to help stabilize the 
market. I think Congress intended for them to do it. It is not a 

rivate insurance company and that is one thing that has worried me. 
i don’t think it is a very great change and it is possible it could be 
spelled out in the report that we oe like to see them stick a little 
closer to it in times of distress. That is the main intent of that par- 
ticular language. 

Mr. Wittiamson. We think it would be much better because we are a 
little concerned about changing the pricing criterion three times in 
5 years. 

Mr. Ratns. One other thing that I wanted to ask you about. On 
that 1 percent commitment, will that tie up a great deal of the re- 
sources of FNMA if they make the standby commitments? In other 
words, FNMA/’s idea, or the Administrator of FNMA’s idea, is that 
that amounts to a kind of binder until the old house could be sold, and 
he is afraid it would tie up considerable amounts of the fund while 
they were looking around for a buyer over a long period of time. 

Do you see any danger in that? 

Mr. Hotitoway. Probably we do not, because naturally there would 
be a time limit on that, Congressman Rains, and I think that that time 
limit would be sufficient, which is true of all commitments in that 
category. 

Mr. Rarns. You think there should be, in the administration of it, 
some reasonable time limit on a commitment of that type? 

Mr. Hoxtoway. By all means, and probably less than for new 
construction. 

Mr. Wiiu1amson. There is another reason, Mr. Chairman, why it 
wouldn’t tie up much money, and that because the lender is going to 
ask for a standby commitment only on a house where he feels that 
there is some doubt that FNMA may buy the mortgage. If it isa 
good existing house, and the lender feels that there isn’t any question 
about: it, he isn’t going to ask for a standby commitment, and have to 
pay the 1 point. This will only occur in the borderline areas where 
there is some reasonable doubt on the part of the lender that FNMA 
would reject the mortgage. 

Mr. Rarns. Now let’s see if we can enlighten the record a little bit 
on Mr. Baughman’s viewpoint on your recommendation for a standby 
commitment in which he says that it should lie in new housing con- 
struction only. It is the contention that FNMA was founded for the 
purpose of getting new construction. Of course, there is nothing in 
the law that says that. In other words, what I am trying to get you 
to give to the committee is: Can you show us the light on what it would 
really mean in the way of getting additional housing facilities for the 
people of America if we could do something to speed up the sale and 
resale of existing houses? 

Mr. Hotioway. Yes, sir. I think I have a good example of that. 
Down in our part of the country, in Baton Rouge, La., for about 5 or 
6 years after the war most of our new home construction was two- 
bedroom homes in subdivisions. We built literally hundreds and 
hundreds of them, but during the past number of years we have gone 
into the construction of three-bedroom and larger homes. 
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Families moved into these two-bedroom homes as young couples. 
Now they are outgrowing them, and they have been able to acquire a 
certain amount of equity. These are the people that are interested in 
buying these new homes now being marketed. But at the same time, 
we have young couples coming along who want a home but they do not 
have the facilities to buy the three-bedroom homes that are being 
marketed, because of the price and the size of them, but they would 
like very much to get into these used homes. The situation that we 
are faced with today is that the discount has been such and the mort- 
gage market has been such that we have not been able to make an 
attractive deal for the used-home owner to purchase a new house, 
thereby freeing that used home to make it available to the big market 
that we know exists among young couples and people getting started 
for the first time. 

Mr. Rarns. In other words, you think there is something more than 
just window dressing to the contention that you can upgrade homes 
and families outgrow them and you can add. to the housing supply 
by making easier the attainment of one family accomplishing their 
home with an old house while the other one goes on to a new one? 

Mr. Witu1amson. That is right. The purpose of FNMA is to pro- 
vide a greater degree of mortgage liquidity, and there should be no 
discrimination between new and existing housing. If the lender has 
a portfolio of mortgages on existing houses, the only way he can take 
advantage of this liquidity is to dispose of the mortgages in the 
secondary market. 

After reading Mr. Baughman’s testimony, the reports on the 1954 
act, and the act itself—and with all due respect to Mr. Baughman— 
I think he is just as wrong as he can be on that. 

Mr. Ratns. One other question and then I am finished. 

Mr. Holloway, your association is not recommending the approval 
of certain provisions of the bill which I introduced, which would 
liberalize further the downpayments on FHA housing and extend 
the maturities to 35 years. You have just given us a real good speech 
on how you believe in expanding homeownership. How are you 
going to help us achieve that if you don’t make the houses that you 
and your colleagues are building a little bit easier to buy? 

Mr. Hor1toway. That is a good question. You probably recall that 
in 1957, I believe it was, we supported wholeheartedly the liberaliza- 
tion in the downpayment. and amortization period for FHA homes. 
But it is our position at the present time that further need for liberal- 
ization in those areas is really not germane. 

Our business generally has been good all] over the country. We have 
not faced a situation in which we feel that a change in the downpay- 
ment schedule and a further extension of the amortization period 
would produce a lot of additional homes for people who would be in 
the market to buy. We feel that a more flexible interest rate is far 
more important than this particular provision. Of course, there is 
no question but that a 35- or 40-year loan cuts down the monthly pay- 
ments. But at the same time we are faced with this in our business: 
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A man comes to me and says to me, “Well, we are talking about a 30- 
year loan,” and he starts figuring. These people don’t understand the 
amount of interest—but he starts figuring his monthly payments of 
$80 a month. He takes that and multiplies it by 12 and then multi- 
plies it by 30, and then he says to me, as the seller, “Look what you are 
charging me for this house.” It is a pretty involved thing to explain 
to that man that he is paying interest, and I don’t think that until we 
have more experience with the present terms we should continue to 
liberalize them. 

I don’t know whether I have answered your question or not. 

Mr. Rarns. I guess there isn’t any direct answer to it, because it is a 
conflicting view of opinion as to how to get it done. I am sure on one 
thing, we don’t want to carry it too far. On the other hand, we don’t 
want to cut it too short so that instead of the interest adding up over 
a long period it gets too high per month. You mentioned something 
in your statement about the interest rate on the VA loan. Of course, 

ou and Mr. Williamson realize that part of the legislation is covered 
y another commitment. We don’t have any consideration of the VA 
housing legislation here, the lending operations. 

Mr. Hotitoway. Yes, sir; we understand that, sir. 

Mr. Rains. One further question. There has been great considera- 
tion given to the establishment of what is called a central mortgage 
bank. This committee has never been able to get together all of the 
information on it, and I note that you seem to think that if we did 
certain things to FNMA, that sort of organization might serve as a 
central mortgage bank. I think you used that term in your statement. 

Mr. Hotioway. I don’t know that we meant to imply that we sup- 
owe the central mortgage bank plan of the National Association of 

ome Builders. I am not too much of an expert on that. I would 
like to defer that to my good friend and colleague, Jack Williamson. 

Mr. Rarns. We are not calling on you to commit yourself, because I 
just said, myself, we did not have sufficient information as of now to 

now for sure about it, but there are two schools of thought. There 
are a great many people who think that we could so fit FNMA that it 
could act as a central mortgage bank, and I was intrigued with your 
use of the word in the statement. 

Mr. Witu1amson. We have used that term for years, the home- 
builders have used it for years, and I wonder if there has been any 
meeting of the minds as to what the objective is. Of course, we have 
worked for this for the last 20 or 25 years and our late executive 
vice president, Herbert U. Nelson, talked about a central mort- 
gage discount bank even before the Federal Home Loan Bank System 
was created. Many of our oldtimers think the Federal home loan 
bank was one of the results flowing from Mr. Nelson’s study of a 
central mortgage discount bank, and that it had its genesis in the 
debate that flowed from Mr. Nelson’s study of that problem. We 
think it would be wonderful if we could achieve this central mortgage 
bank, which could benefit the entire mortgage industry, residential, 
commercial, industrial, but we decided back in 1954 to lower our sights 
and to concentrate on creating an effective central mortgage reserve 
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facility for the FHA and VA sectors of the market, realizing that the 
Federal Home Loan Bank System and the Federal Reserve still had 
rediscount operations for the paper of their member associations. 

Now, the FNMA Charter Act in 1954 took a long step in that direc- 
tion, and we think that it is time to take another step. That is the 
basis of our recommendation that FNMA be authorized to make short- 
term loans on the security of FHA and VA mortgages. Wethink the 
language in your bill, Mr. Chairman, accomplishes that. We know 
from President Baughman’s testimony that the objective is accom- 
plished practically by the repurchase option. We think that that 
is a cumbersome device to accomplish indirectly what the language in 
your bill would accomplish directly. 

For example, if a lender has $100,000 in FHA mortgages which 
he doesn’t want to sell, but would like to borrow on them in order to 
exercise the repurchase option, he has to transfer title, which means 
FNMA has to look up the credit of the mortgagor and check the neigh- 
borhood and the property. Under this Tendin authority, which 
would be a full-recourse loan, FNMA could ei the loan quickly 
because they would just check the papers to see that there was no 
defect of title. 

Mr. Rarns. You are speaking about section 304, which would au- 
thorize FNMA under the regular secondary market program to make 
short-term loans in place of FHA and GI mortgages? 

Mr. Witu1amMson. That is right. We thing supplementing the pres- 
ent secondary market operation with that lending authority is another 
step toward this great vehicle that the homebuilders and our associa- 
tion talk about, the central mortgage reserve facility. 

Mr. Rains. There is a limitation in this bill, Mr. Williamson, that 
at no time could that loan exceed 15 percent. ‘of FNMA’s total bor- 
rowing authority. Do you agree with that? 

Mr. Winr Aamson. Of course, we don’t know really what is required. 
We had hopes that that provision wouldn’t be included, but we 
accept it. 

Mr. Rarns. You will try it out? 

Mr. Wiix1amson. That is correct. We hope the committee will 
change the borrowing authority from 10 times to 15 times its capital, 
because we think FNMA may need more borrowing authorit 

One step further. I wish there were some way that the a 
could free FNMA from too much dependence upon the Treasury. We 
would like to see FNMA issuing its debentures to pension trusts and 
thereby getting into the long-term market. Until recently the Treas- 
ury has been opposed to FNMA getting into the long-term market, 
although I understand that they have recently permitted them to go 
in for a 10-year note. But if FNMA could issue long-term obliga- 
tions, it could tap this great reservoir of funds in the pension trusts. 

Mr. Ratys. Thank you. 

Mr. Addonizio. 

Mr. Apponizio. Thank you, Mr. Chairman. 

Mr. Holloway, I find myself in agreement with a great deal of 
what you have ‘said. Of course, I am pleased to see that, because it 
isn’t often that I find myself in that position with your or ganization. 
On this question of rental housing here, you stated that because of the 
recent Treasury Department action w hereby they issued $750 million 
in bonds having a yield of 4.07 percent, that as a result of that action 
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all of the available rental housing money has either completely disap- 
peared or if it is available it is at a very high discount. Now, do you 
suggest that we take off the ceiling on the interest rate and raise it 
from 41% to 6 percent ? 

Mr. Hotitoway. No, sir, I did not make myself clear. We would like 
907 to be the same as 203, with a ceiling of 6 percent. I am not saying 
that it should all be at 6 percent. Maybe sufficient money would flow in 
at 5 percent or 514 in some areas. 

Mr. Apponizio. What I am trying to get at is this, it seems rather 
a difficult thing for me to imagine this committee, or this particular 
Congress, doing that which you desire, and I am just wondering 
whether you wouldn’t be satisfied perhaps with going as high as 5 

reent. 

Pr. Hotioway. Well, of course, I think 5 percent, under present 
conditions, would not attract a sufficient amount of funds into this 
particular type of housing. I think there are areas where 514 percent 
would do the job. 

Mr. Witi1amson. It would certainly reduce the discounts, Mr. Ad- 
donizio, and in some areas 207 might be a par loan. 

Mr. Hotioway. There is no question that it would help in the East 
where the money situation is a little bit better than it is in other areas 
of the country. 

Mr. Rains. Is there any real reason why that particular section 
should havea lower ceiling than the FHA 203 ceiling ¢ 

Mr. Wituiamson. I don’t know. I think in the trade that the 
interest rate on the multifamily project can probably stand a lesser 
yield than on single-family homes, but the greater anomaly I think is 
the fact that the section 220 new construction, I believe, has a ceiling 
of 5, and the 207 is 414. I believe that is correct. 

Mr. Hotioway. 221 is 514. 

Mr. Witi1aMson. But the rental housing under 220 is 5 percent. 

Mr. Apponizio. I am very sympathetic to your proposal because I 
am deeply interested in rental housing, and coming from an urban 
community I know that it is very essential if we want to keep these 
American cities alive. 

Now, Mr. Holloway, you indicated also that section 221 is meeting 
with at least nominal success in the South. Do you have any evidence 
that section 221 is feasible in the North or the Northeast, where con- 
struction costs and requirements are much higher ? 

Mr. Hottoway. I am glad you asked me that question. I do know 
this: We have a much larger 221 program underway in the South, pos- 
sibly because the land costs down there are not what they are in the 
Midwest and in the East, but I understand that we do now have a 
number of cities that are beginning to go into the section 221 program. 

Jack Williamson, I believe, has a list here put out by our Build 
America Better Committee. We are vitally interested in this matter 
of relocation. We have worked diligently to get all of the information 
we can on this matter. We have a statement here which shows that 
this program is being put into effect all over the United States, includ- 
ing the cities in the Kast and Midwest. We also have made a lot of 
pictures and slides which we have available, and at some time, if 
possible, we would like very much for the members of this committee 
to see them. 
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Mr. Wuu1amson. Actually, we have been promoting section 221 
housing all over the country. The subject of this bulletin which is 
the narration of our film, is “Relocation Is a Realtor’s Business,” and 
many of our realtors in the North and the South have taken advantage 
of section 221. They have bought existing housing and put $1,000 
or $1,500 into repairs for displaced families. We have some examples 
here. Detroit, Mich., Milwaukee, which is a high-cost area, Columbus, 
Ohio, and we understand that section 221 is beginning to make some 
inroads in Pittsburgh. 

Now, we are not proud of the record. Section 221 has not made 
tremendous progress or even commendable progress, but it has made a 
start, and if one realtor or builder can make money with section 221 
housing in Milwaukee, a hundred of them can. We are trying to 
sneer the word to all of our real estate boards that they interest 
themselves in section 221, not only because it is good business, but also 
because we feel that this could be a great source of housing for low-in- 
come people and reduce the pressures for further Government inter- 
vention and for the expansion of public housing which, as you know, 
we oppose. 

Mr. Apponizi1o. I understand that the homebuilders—and I want 
to refer you to page 7 of your statement about pricing. I understand 
that the homebuilders want section 302(a) and (b), and from read- 
ing your statement, I see that you oppose that. At the same time, 
you want section 302(c), and they oppose that. Can you give me any 
reasons why that situation exists ? 

Mr. Wuutamson. On the subject of 302(c), I was under the 
impression that the Home Builders were neutral on it, and I think 
when they testify, if you will interrogate their witnesses—— 

Mr. Rats. We will find out after a bit. 

Mr. Witxiamson. On the other one, 302 (a) and (b), we are con- 
cerned about changing the pricing criterion a second time. That 
might be construed as a mandate for FNMA to become something 
closer to a special assistance operation, and it isn’t. 

Mr. Apponizio. Thank you. Nothing further. 

Mr. Ratns. Mr. McDonough. 

Mr. McDonoveu. I think you have made a fine statement, Mr. 
Holloway. You have commented on almost all sections of the bill. 
I notice you said nothing about the elderly housing section, housing 
for elderly people. 

Mr. Hottoway. Well, Congressman, the reason we have not gone 
into it is that our association has not had opportunity to study the 
matter in as much detail as we like. We know that it is a problem. 
We know that something has to be done. Possibly the reason that 
we are not able to come here today and expound on the situation is 
because of lack of experience. I understand, however, that the pres- 
ent FHA program on housing for the elderly, has met with a great 
deal of success. I do not have the facts and figures with me here. 

Do you have them ? 

I believe Jack has some information. 

Mr. Wiu1amson. They have 37 project applications which are in 
the commitment and initial endorsement stage, and about 30 projects 
which are in the firm proposal stage; that is, they have advanced be- 
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yond the drawingboard, and I think the administration has made 
some recommendations to liberalize the program, but the record is 
certainly a promising one on what has been accomplished with the 
tools that the FHA has today. 

Mr. McDonoveu. You don’t have the geographic locations of 
those 30 projects scattered around the country / 

Mr. Witu1amson. No. 

Mr. McDonoveu. Or the total number of units? 

Mr. Wiii1amMson. The 67 all together would total a little over 
9,000 units. 

Mr. Hoxioway. I know there are a lot of them down in Florida. 

Mr. McDonovex. What is that? 

Mr. Hotioway. I think there is a good bit of that activity in 
Florida, sir. 

Mr. McDonovucu. Yes. Well, now, in the overall picture in the 
whole bill, as you have read it, and you are pretty familiar with it, 
do you endorse it as it is written ? 

Mr. Hottoway. Do you mean the section on housing for the 
elderly ¢ 

bie: MéDunoves. No; the whole bill. 

Mr. Hottoway. Pretty well. Are you talking about housing for 
the elderly ? 

Mr. McDonoveu. I mean the Rains bill as written. 

Mr. Wiiu1amson. Of course, our testimony is just directed pri- 
marily at the FHA and FNMA. I don’t believe from our statement 
that it could be construed that we are in accord with those provisions 
concerning which we have not testified. 

Mr. Rarns. The truth is you have been in disagreement with a good 
many of the provisions in the testimony # 

Mr. Hotxoway. That is right, the downpayment provisions; the 
lengthened maturity; a good number of the provisions. I think I 
understood you, Congressman. 

Mr. McDonoveu. Thank you, Mr. Holloway. 

Mr. Rarns. Mr. Widnall. 

Mr. Wipna.-. I notice you have been conspicuously absent with re- 
pert to comments on public housing. We are not here for a love 

ast. We would really like to get at the root of all of the problems. 
We are going to have pening before us this year some proposals 
to liberalize the public housing setup so that there would be almost 
— local autonomy in the control of the housing projects. 

There has been some severe criticism of that proposal in many 
quarters. What is the reaction of your own association to that change 
in the rules ? 

Mr. Wiu1amson. I will take that, because I have studied the pro- 
visions since they were originally introduced as part of the 1958 act, 
and there are several which we think would be unfortunate. We are 
talking now just about the management of the existing publie hous- 
ing units, and this is aside from any expansion of the program. 
Nothing I say shall be construed as capportiiie the program if these 
amendments were eliminated from the bill, but from the standpoint 
of management of the projects we think it would be unfortunate to 
give the Tecal housing authorities almost complete discretion im deter- 








284 HOUSING ACT OF 1959 


mining the income for admission and for continued occupancy and in 
determining what should be the exemptions from such income. 

I don’t really know why the local housing authorities would want 
to be vested with that discretion. They are instrumentalities of 
the State, they are closer to the pressures of local and State politi- 
cal groups, and I think the eviction of a family from a public hous- 
ing project, were the complete discretion vested in the local official, 
would be quite an undertaking. I should think, from the standpoint 
of just this one element alone, that the local housing authority would 
not want to have that tremendous power vested in it. But from the 
standpoint of the Federal Government, since the Federal Government 
is committed to spend $125 million a year for approximately 40 years 
in subsidizing public housing, I think that the Federal Government 
owes it to the Federal taxpayers to be sure that this money is spent 
wisely, and that the subsidy actually promotes the objectives of the 
public housing statutes. From the standpoint of good government, 
and since Federal money is involved, the Federal Gorenhen ought 
to be in the picture to be sure that Federal standards are complied 
with. 

Now, there is another amendment regarding the residual receipts. 
I think in H.R. 2357 that one-third of the residual receipts would go 
to the local housing—well, that is eliminated. It would all go toward 
advance amortization, and I understand that the Treasury has sub- 
mitted a letter on that, which is under analysis by the subcommittee’s 
staff. This isn’t as bad as the original provision. 

The original provision, of course, would have given an incentive 
to the local housing authority to reach into higher income groups in 
order that it could keep more of the residual receipts. When that 
incentive is taken away, I don’t know why there is any great neces- 
sity for making the subsidy a fixed amount so that you can hasten 
amortization. 

If it is just a question of hastening amortization, I think that the 
Treasury, which has to raise the money to finance the subsidies, prob- 
ably ought to be the best judge as to whether the taxpayer is going 
to be hurt or benefited by the faster amortization. 

Now, those are the two principal provisions. There is one regarding 
the audit and the control of the PHA, and our argument for that 
is the fact. that the Federal Government is still heavily involved in 
this subsidy, and therefore it ought to have the right to conduct ap- 
propriate supervision of the methods of operation of the local housin 
authorities. We know that there have been some abuses in that, an 
that the PHA has concerned itself with minutiae. 

We have read in the Congressional Record where correspondence 
went back and forth regarding the planting of trees or a Coco-Cola 
machine in the office. We think that is unfortunate, but just because 
some PHA regional officials might be overly zealous, it shouldn’t 
remove what is fundamental in Federal-State relations. If the Fed- 
eral Government is going to pay the money, the Federal Government 
should have its finger in the pie to be sure that the taxpayers’ money 
is spent wisely and within the purposes outlined in the Federal statute, 

Mr. Wipnaty. Thank you. 

Mr. Ratns. Mrs. Sullivan, 
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Mrs. Su.uivan. I have no questions at this time, Mr. Chairman. 

Mr. Rains. That is an argumentative question. Jack, a lot of the 
things are like what you say, and some are not. But we appreciate 
your coming before us as witnesses. It is nice to see you. 

The next witness is Mr. Pete Knox, president of the Home Manu- 
facturers Association. 

Come around, Mr. Knox. 


STATEMENT OF PETE S. KNOX, JR., COCHAIRMAN, LEGISLATIVE 
COMMITTEE, ACCOMPANIED BY HORACE DURSTON, PRESIDENT, 
HOME MANUFACTURERS ASSOCIATION 


Mr. Knox. Thank you, sir. 

Mr. Rarns. Mr. Brown wanted to announce to his distinguished 
constituent he was sorry he couldn’t be here this afternoon, and we 
assured him we would sales good care of you. 

Mr. Knox, Thank you. 

With me is Mr. Horace Durston, he is the president of the Home 
Manufacturers Association. It was my privilege to serve in that 
ve roma some years earlier. 

Mr. Ratns. You are cochairman of the legislative committee ? 

Mr. Knox. Yes. 

Mr. Rains. All right. I see you have a nice brief statement, Pete, 
and you may proceed. 

Mr. Knox. Yes. We would like to eliminate as much as possible 
from our paper testimony because there was a time we could build a 
house and ship it all on a truck. Now we have to send a second truck 
along to carry all of the paper work. 

The Home Manufacturers Association is composed of companies 
which produce the great bulk of factory-made homes in the United 
States. Last year was our greatest year in history, with an estimated 
110,000 homes manufactured and sold. We appreciate the oppor- 
tunity to comment on the legislative proposals before this sub- 
committee. 

I will confine my remarks to those legislative points which I feel 
need emphasis and will not repeat the full statement which I made 
before the Housing Subcommittee last July when it was studying 
proposals for the Housing Act of 1958. 

1. We are in full agreement with the need for sufficient FHA in- 
suring authorizations to keep the FHA in business for extended 

eriods of time without running back to Congress every few months 

or additional authorizations. 

2. We are in general agreement with the provisions of omnibus 
housing bill introduced by the chairman. 

We think that an excellent job has been done in the preparation of 
this bill and we won’t undertake to comment on each of its different 
sections. We are concerned and we believe if it is the intent of the 
Congress that veterans live in new homes of their own, either the un- 
realistic VA interest rate of 434 percent must be raised, or else the 
Congress must provide funds for veterans’ loans through FNMA at 
par. Therefore, we urge that the Housing Act of 1959 contain a pro- 
vision extending the FNMA special assistance program No. 10 for 
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1 more year and provide $1 billion for this purpose. With such tools 
at hand, veterans’ housing can be provided. 

4. In our opinion, the Housing Act of 1959 should include provision 
for FHA to insure loans for subdivision development and for street 
and utility installations. Our observation is that one of the urgent 
needs for the future of housing is financing facilities for better 
planned community or subdivision programs. Without such financ- 
ng residential development will be seriously retarded. 

mproved land costs have risen higher and faster than any other 
element of total housing cost. Much of the reason for such cost in- 
creases in improved land is attributable to lack of planning, the rela- 
tive small scale, and the capital risk incident to large-scale land im- 
provement eee. A major service can be rendered to the more 
efficient and lower cost development of subdivision street and utility 
installations by making FHA insurance available to loans necessary 
for the installation of such improvement. 

In this respect we call your attention to the fact that the Nation’s 
inventory of unused improved building sites is almost entirely de- 
pleted; a condition that is entirely different then when FHA was set 
up almost 25 years ago. At that time, there were entirely too many 
such lots and the problem to be solved was to put unemployed men to 
work building homes on them. The success of the program in solving 
the problem is self-evident ; the lots are gone. 

is situation is so alarming and is suddenly becoming so obvious 
in all parts of the country that it creates a very serious threat to the 
success and survival of the small businessman-builder in the immediate 
future; and by immediate we mean homebuilding in 1959. . 

Unless the new program in some way provides a channel for the 
small builder to develop land or purchase it on credit, homebuildin 
will very quickly become a monopoly of the relatively few well capital- 
ized large land developers; and the healthy competition that the small 
builders have given these large operators will cease to exist. 

The method of solution of | this urgent problem is not nearly as 
important as the recognition of it. There are many ways that insured 
credit can be channeled into land development. Good credit tools 
already exist for financing the construction of a concrete foundation 
and there appears to be no good reason why they cannot be used to 
finance a concrete street. Both are an integral part of the finished 
home. 

We suggest the following approach as a possible solution to the 
problem. 

Provisions would be made for FHA to insure mortgage loans on 
land which is to be improved for residential use in accordance with 
a land development plan approved in advance by FHA’s land plan- 
ning division. Maximum loans could be insured which would not ex- 
ceed 90 percent of the value of the land when fully developed, and 
loans could have a maximum term not to exceed 10 years. Individual 
lots would be released upon payment of 120 percent of the FHA esti- 
mated value, and the rate on such mortgages would be the same as the 
rate on title 2, section 203 loans. 

In addition, we wish to repeat again this year our recommendation 
for a flexible interest rate on Government-insured home mortgage 
loans in order that these loans may compete with other seekers of 
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long-term credit. We also feel that consideration might be given to 
100-percent loans insured by FHA. Also, lengthening of the term of 
FHA loans to 40 years and simplification of procedures under FHA 
by such methods as the certified agency plan which is being tried on a 
limited basis by FHA at the present time. 

Finally, legislation should be provided to create means for channel- 
ing more investment funds into home mortgages which will be nec- 
essary to satisfy the tremendous requirements for houses in the 1960’s 
which is being Face by economists. This could be accomplished 
by expansion of the activities of the Federal National Mortgage Asso- 
ciation, particularly with reference to their issuance of debt obliga- 
tions secured by their mortgage portfolio, and for sale to private in- 
vestors, I might add. 

This latter step would serve to channel large amounts of funds into 
the homebuilding field from investors such as pension funds and 
trust funds, who are reluctant to invest in mortgages but prefer to 
confine their activities to bonds and similar securities. 

I am sure all members of this committee feel the urgent need for a 
long range housing program that will give greater stability to the 
conditions under which our industry must operate. Of major impor- 
tance is the need to make the interest rate on VA and FHA loans 
flexible. This would permit these rates to adjust freely to market 
conditions without the need for legislative or administrative action. 
More important, it would prevent an occurrence of the crippling 
shortage of mortgage money with which we had to cope pid: 4 20res 
in recent years. 

What happens when the boom years of the 1960’s arrive and our 
whole economy will be expanded? Home buyers again will be in com- 

tition with other borrowers for available credit. And with fixed 
interest rates on Government-insured loans, home buyers are sure to 
be at a tremendous disadvantage. For once again in the competitive 
market for money, mortgage loans will lose their attractiveness to 
lenders and a large number of American families will be forced out of 
the housing market. 

We would like to refer just generally to our testimony in July of 
last year in partial supplementation of what has been said here. 

Mr. Ratns. We have said, Mr. Knox, that all of the testimony given 
last year will be considered thoroughly by this committee again this 

ear. 
’ Mr. Knox. That is what we understand. 

Mr. Rains. First, I want to commend you and the people in your 
business for the great expansion that you are carrying out, as we 
used to say, in prefab homes, which you don’t like any more, and the 
fine class and type of homes that I see through my section that you 
and your people are building. 

Mr. Knox, Thank you, sir. 

Mr. Rarns. I think you are doing a good job in the industry as a 
whole. Now, you have one or two things in here that we can’t handle. 
I think there has been some action on the veterans interest. rate since 
this morning by another committee of this Congress. The lending 

rogram of the VA is not within the jurisdiction of this committee, 

ut I understand that they have reported out some kind of bill that 
in the long run will likely be incorporated in the housing bill. How 
it will get in, I don’t know exactly. 
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This morning I asked the first question I have ever asked of a 
witness, as to what he thought was the advisability of FHA insuring 
the improvement of needed land on which to build houses. For 
several weeks now various Members of Congress have mentioned 
this very thing to me. 

Actually, Mr. Knox, it has a lot of promise and a lot of hope, but 
this committee is not too well informed because we haven't had any 
studies made. You are one of the first. witnesses ever to testify as 
to that, even though we have asked a few questions about it before, 
We will study it for action in the future. I don’t think the agency 
has sufficient information as of now to know just what all this would 
entail and how it should be done. So I want to lend a favorable ear 
to your statement on it and say we will go just as far as we can in 
the study of it and recognize the need. It is true, as you said, even 
in ordinary sized towns in America, there are no lots available any 
more. Weare aware of that. 

Mr. Knox. It is a problem in the homebuilding field that everyone 
seems conscious of, and our purpose in today for the second time 
suggesting it for the consideration of the committee is to invite your 
interest and study into it, because we think it is really a serious element 
to the total overall housing problem. 

Mr. Rarns. I assure you that this committee, before this time next 
year, will make a serious study of it in an effort to develop some 
reasonable approach to it. 

Any questions, Mr. Addonizio? 

Mr. Apponizio. Mr. Knox, in connection with the FHA insurance 
of land development here that you recommended, don’t you believe 
that we also need a community facilities bill? The first one, of course, 
would take care of the builders, and the second one would take care 
of the local communities. I believe last year you supported that bill. 

Mr. Knox. I do wholeheartedly, sir. I think that far better com- 
munity planning and the installation of much more logical and much 
more economical community improvements is possible, provided 
facilities and resources, such as the community facilities bill that has 
been, well, at least the subject of some discussion in this committee, 
and possibly a bill being introduced, is where the answer lies. 

On the other hand, I still believe that community facilities more 
or less on a regional scale within an existing community, such as is 
contemplated in these land improvement or subdivision improvement 
programs, as we have outlined, is a step in between the almost com- 
plete lack of attention and the complete lack of facilities for this type 
of improvement in the total community atmosphere and an overall 
community facilities bill. 

Mr. Apponiz1o. They would actually supplement each other? 

Mr. Knox. Yes. 

Mr. Apponizio. Now, it is my understanding, Mr. Knox, that the 
FHA has objected to raising the present maximum loan on section 
203(i) from the present $8,000 to $9,000. How do you feel about 
this? 

Mr. Knox. We feel very strongly that the increase in the maximum 
from $8,000 to $9,000 should be made. If you consider the circum- 
stances, they are about like this. If you take a $8,000 maximum, and 
it is asomewhat undesirable mortgage, you consequently under present 
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circumstances would see it selling for 95 cents on the dollar. That cuts 
the $8,000 down to $7,600. Then, if, because of the high price of land, 
because of the techniques now involved in developing lots, you are 
left with only $6,000 to build the house. You can build a better house 
for $7,000 than for $6,000. We believe the ceiling should be raised 
to $9,000, because in many areas it is possible to get an FHA approval 
on a 203(i) lot that would not be eligible for one reason or another. 
Maybe it is in a rural location, for instance, and just because a man 
lives on a farm is no reason to restrict him to a $8,000 loan. 

Mr. Apponizio. Thank you. No further questions. 

Mr. Rarns. Mr. McDonough. 

Mr. McDonoveu. You made a fine statement, Mr. Knox. I have 
no questions. 

Mr. Rarns. Mr. Barrett. 

Mr. Barretr. No questions. 

Mr. Rarns. Mr. Widnall. 

Mr. Wipnatu. No questions. 

Mr. Rains. Mrs. Sullivan. 

Mrs. Sutiivan. No questions, Mr. Chairman. 

Mr. Rarns. Thank you very much for coming and giving us your 
testimony. 

Mr. Knox. Thank you, sir. 

Mr. Rains. The next witness, and the concluding witness for the 
afternoon is Mr. Charles A. Wellman, chairman of the legislative 
committee and executive vice president of Glendale Federal Savings 
& Loan Association, Glendale, Calif. 

Come around, Mr. Wellman. We welcome you and we are glad 
to have you again. 

Mr. Wetiman. Thank you, Mr. Chairman. 
cee Rains. With him is a longtime friend of mine, Mr. Bryce 

urry. 

Weare glad to have you, Bryce. 

Mr. Wetiman. Mr. Curry, day before yesterday, was just made 
general counsel of the National Savings & Loan League. 

Mr. Rarns. Weare glad to have you. 


STATEMENT OF CHARLES A. WELLMAN, CHAIRMAN OF LEGISLA- 
TIVE COMMITTEE AND EXECUTIVE VICE PRESIDENT OF GLEN- 
DALE FEDERAL SAVINGS & LOAN ASSOCIATION, GLENDALE, 
CALIF.; ACCOMPANIED BY BRYCE CURRY, GENERAL COUNSEL 
OF THE NATIONAL SAVINGS & LOAN LEAGUE 


Mr. Wetiman. Mr. Chairman and members of the subcommittee, 
I have a prepared statement which I would like to file for the record. 

Mr. Rarns. Suppose you file your prepared statement for the rec- 
ord and then summarize it for us, Mr. Wellman. 

Mr. WetuMAN. That is what I thought would perhaps be best, to 
summarize it briefly for the subcommittee. 

(The prepared statement referred to above is as follows:) 


STATEMENT OF CHARLES A. WELLMAN 


My name is Charles Wellman. I am executive vice president and managing 
officer of Glendale Federal Savings & Loan Association, Glendale, Calif., and 
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chairman of the legislation committee of the National League of Insured Savings 
Associations, in which capacity I am appearing today. 

For purposes of analysis, all Federal aids to housing can be conveniently 
classified into two major categories. Category one consists of those aids which 
increase the consumers’ demand for housing credit such as low downpayments 
and longer amortization periods. Category two consists of those aids which in- 
crease the supply of housing credit, such as contracts of insurance or certificates 
of guaranty. At any time it is the interrelationship between these two separate 
categories within the national economic investment environment which determines 
the relative success or failure of Federal housing programs. In an economy 
as vast and diversified as is ours, within which resides such enormous discre- 
tionary power of choice for producer, investor and consumer, the possibility of 
achieving perfect balance between these two categories for any length of time 
is extremely unlikely. Therefore the aim of public policy must be merely to 
minimize the degree of the fluctuation, not to eliminate fluctuation altogether. 

This committee is considering legislation on housing and community develop- 
ment at a time when residential construction and mortgage lending are at peak 
levels. Between February and December of 1958, the annual rate of private 
housing starts shot up from 915,000 dwelling units to the massive figure of 
1,430,000. This is a percentage rise even greater than that experienced in 1954. 
This 1958 record clearly and dramatically demonstrates that the large potential 
demand of American families for more and better homes can be met when 
there is an ample supply of private savings actively competing for investment. 
While it is true FNMA’s program 10 of last April played an important part in 
this upturn, the large bulk of the funds needed to support such a rapid 
expansion in home building has promptly come from the private lending 
institutions. 

This recent experience, like its comparable experience in 1954, contains more 
than mere historic interest. Indeed in our opinion it sharply defines what is 
the critical housing problem of the future, namely, the maintenance of a high 
sustainable level of housing construction in both 1959 and the years ahead 
primarily depends upon our ability to maintain and augment the supply of 
private savings available for residential mortgage investment. Such a desired 
level of residential construction in the future does not primarily depend upon 
measures or procedures to augment the demand for mortgage money. So long 
as private mortgage funds are kept in ample supply, all of us can be reasonably 
certain that this still great demand potential for better housing will become 
effective for the benefit of the consumer and the Nation alike. 

Hence our legislation recommendations solely relate to ways for increasing 
and stabilizing the supply of private housing credit. Underlying all these 
recommendations is our deep conviction that the Congress can make its best and 
most important contribution to the housing of America by enacting legislation 
to remove roadblocks and eliminate impediments to the more effective utilization 
of private capital. Naturally, we fully recognize that there are certain special 
housing programs, such as urban renewal, which at best are partially beyond 
the present reach of private capital and hence require Federal funds. It is pre- 
cisely to free Federal funds for enlarging this type of program which, without 
direct Government support, would die on the vine, that we believe strenuous 
efforts to use more effectively private savings for housing must be made. Our 
national economy is undoubtedly capable of greater performance levels than 
it is now providing. No matter how much higher, however, is its level of output, 
the demands on Federal funds are and will continue to be overwhelmingly 
immense. To us, therefore, it is only mere prudence for the Congress to reserve 
Federal financing for those important needs which private capital is obviously 
incapable of meeting. Moreover, the Nation’s housing objectives will be served 
more effectively and met more promptly if Federal financing in more adequate 
amounts is concentrated on a high priority program such as urban renewal, 
instead of being scattered over many programs without real impact on any 
one of them. 

How, then, can the supply of private capital in housing be stabilized and aug- 
mented? The savings and loan system is the greatest single source of private 
savings available for residential construction in the Nation. By statute, and 
properly so, the overwhelming bulk of the savings which we attract must be 
made available for the promotion of homeownership. We do not shift the 
stream of the public’s savings which we receive as do many other investors—first 
into one investment channel, then into another, and still into a third. There- 

















a ae ee ee ee ee ee en - 


nan eo ik * ee Ot 


A = ae. a. a 








Paansarera @& 


ON RP aera no Marrs a 


ee ee ed | 


— 


—— 


a ali i cl | 





| 


———— 








a 





HOUSING ACT OF 1959 ~ 291 


fore statutory measures which tend to increase the size and the volume of that 
stream of private savings automatically increases the supply of private invest- 
ment which goes into current home mortgage lending. Increasing the insurance 
coverage of the Savings and Loan Insurance Corporation of savings accounts in 
insured savings and loan associations will obviously increase the comparative 
attractiveness of such a savings medium, 

For our first recommendation, therefore, we respectfully request this com- 
mittee give serious consideration to raising the maximum insurance coverage 
on savings accounts in savings and loan associations from the present level of 
$10,000 to $20,000. Moreover, simple equity dictates that such an increase should 
also be granted to the Federal Deposit Insurance Corporation. 

Second, the present operations of the Federal Home Loan Bank System should 
be improved to provide for increasing the volume of private investment available 
for residential construction. At the present time this Bank System has a capital 
and net worth of approximately $900 million. This sum, wholly raised within 
or earned by the System, has an enormous leverage potential. There is no ques- 
tion the Bank System has performed an essential and valuable service, enabling 
its member institutions to borrow funds to meet unexpected withdrawals, sea- 
sonal demands for mortgage loans, as well as to expand mortgage lending pro- 
grams in rapidly growing areas. The banks, so far, have to a very limited 
extent, tapped the general money and capital markets for the benefit of home 
financing by issuing their own unguaranteed obligations to private investors. 
But these banks could perform an even greater service for home financing needs 
if the Congress authorized the establishment of a secondary market facility 
within the Bank System. Such a facility would be empowered to buy, hold, and 
sell qualified mortgages and to issue obligations secured by these mortgages to 
private investors. Through this device additional pools of capital can be chan- 
neled into the financing of homes. This proposed facility would in many ways 
do for conventional mortgage loans what FNMA has been doing for insured or 
guaranteed loans but would do so entirely with private financing. 

This additicual power to buy, hold, and sell qualified mortgages should not 
be construed as a substitute for the existing statutory powers in the regional 
banks to advance funds to member institutions. Such additional powers would 
merely supplement and augment the traditional device of borrowings. Savings 
and loan associations which have sound lending opportunities in excess of local 
savings funds are naturally reluctant to go excessively into debt by using long- 
or short-term advances offered by the bank system. Such additional authority 
would provide a device for mobilizing in the interest of home financing a small 
portion of the funds accumulating now in the rapidly growing pension funds. 
Essentially such a facility would use both a portion of the regional banks’ 
capital, as well as an acquired mortgage as backing for a security instrument, 
the purchase of which would permit a long-term investor to enjoy the yield 
benefits of a mortgage without the inhibiting burdens of originating and servicing 
mortgages. Provision for such additional statutory power for the bank system 
should not, however, adversely affect in any way the ability of the present 
system to meet the liquidity requirements of its member institutions. To avoid 
this possibility, it would appear to us therefore better to grant authority to the 
Federal Home Loan Bank Board to create a separate corporation, the sole func- 
tion of which would be such secondary operations rather than to continue such 
operations within the existing regional bank framework. 

Under such a grant of power the Bank Board would have the capacity to call 
upon the regional banks for pro rata stock contributions as needed, up to a 
maximum of $50 or $75 million. Such stock purchases should be treated as 
permanent investments by these regional banks, so that the capital structure 
of the secondary facility would always be as strong as possible. Use of the 
facility should obviously be restricted to member institutions, since they are the 
ones who at least indirectly are supplying the capital. Use of the facility would 
always require the payment of fees and charges and in addition even a modest 
capital contribution. 

Stock purchase requirements for the use of the facility, however, should be 
kept at a modest level, thus avoiding excessive capitalization with is consequent 
drain on earnings, which better belong in the capital structure as net worth. 
Such a corporation would have express authority to purchase participating 
interest in qualified mortgages as well as to purchase mortgages outright. Use 
of this technic of participation would do much to minimize the necessary under- 
writing burden of the facility. 
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In addition to increasing the flow of funds, either directly or indirectly into 
the savings and loan system and consequently into home financing, there are 
certain present impediments which now adversely affect the flow of funds within 
the system. We therefore make the following recommendations for the modifi- 
cation of these impediments without the sacrifice of the safety of the public’s 
funds entrusted to us. Under the present statute the volume of residential 
income loans, other purpose loans, and participation in single family home loans 
beyond 50 miles which savings and loan associations may hold is limited to 
20 percent of their assets. The application of this single limitation to both 
residential income loans and participation loans beyond 50 miles constitutes a real 
impediment to the flow of funds, particularly in those associations located in 
large metropolitan eastern center. In our opinion, therefore, this limitation 
should be liberalized. Such liberalization, however, should not extend its benefits 
beyond present existing limitations on other purpose mortgages. We therefore 
recommend that savings and loan associations be granted a separate 20-percent 
of-assets category which shall be limited to participation loans of single family 
residences, residential income units, or urban renewal projects under such rules 
and regulations as the Bank Board may prescribe and subject to the further pro- 
vision for specific authority in the Bank Board to prescribe limits within the 
original 20 percent of the proportion of other purpose loans which an individual 
association may hold. Such an amendment to the existing statute would modify 
an existing impediment to the flow of funds into residential financing without 
simultaneously encouraging an expansion of other purpose loans. 

As the price of raw land has rapidly increased in our metropolitan areas and 
municipalities have increased requirements for off-site improvements, the capital 
burden on the small builder has mounted. As a first step, however, in meeting 
this problem of capital for the small builders, we suggest that Federal savings 
and loan associations be permited to make limited loans on unimproved land, the 
purpose of whcih loans shall be the improvement of such land for subsequent 
residential construction. The amount and the terms on which such loans shall 
be made shall be subject to such rules and regulations as the Federal Home Loan 
Bank Board shall prescribe. This change in existing statute would help in remov- 
ing another impediment in the flow of funds within the system for home financing. 

These, then, are our two recommendations for the modification of existing 
impediments. Together with the previous recommendations for augmenting the 
flow of private savings into our institutions, they constitute a specific program of 
action for augmenting as well as stabilizing the flow of private capital into home 
construction and home financing. 

Even more basic, however, to this entire problem of an ample supply of private 
funds is the persistent problem which has been with us for so long, namely, 
whether or not certain classes of home buyers shall pay less than the going 
interest rate for private mortgage funds. Inextricably involved in this major 
problem has been a host of associated problems. For example if such selected 
borrowers are not to pay the going market rate, what rate shall they pay? 
Furthermore, if the fixed rate is to be something less than the market rate, 
where is the supply of credit to be found which will deliberately seek out borrow- 
ers and extend credit at less than the market rate? And finally, if the market 
place which normally determines the rate is to be specifically rejected as the 
mechanism for allocating credit, what practicable substitute is available? It 
seems to us that the time is long overdue for the entire mortgage financing 
industry as well as the public and the Congress to face this problem candidly and 
openly. As the predominant force in private home financing, we feel an ines- 
capable obligation to deal with this issue. 

At the outset it should be made clear that there is nothing inherently im- 
proper or immoral for the Congress of the United States to declare that it is 
in the interest of the public that some classes of persons should be able to bor- 
row funds at an interest rate which at times at least may be below the going 
market rate. This, however, as we all well know, has not and does not end 
the problem. Indeed in a freé economic system, such a declaration of policy 
obviously does not produce the necessary credit. The Congress must go further 
and see that credit is made available to prevent the declaration of policy from 
being meaningless. Certainly it is obvious that mere exhortation is not enough. 
The Congress must therefore do one of three things to implement its decision. 

First it can order certain financial institutions to extend credit at such a fixed 
rate as the price of the continued existence of such institutions. Second, it can 
pay the difference between the fixed rate and the going rate to financial institu- 
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tions as an open subsidy. Third, the Government can extend the credit itself, 
obtaining the necessary funds either by taxation or by the use of its own credit. 
Now each of these three methods has a price tag attached. Indeed the size of 
the price has a profound effect on the desirability of the policy of granting 
special rate concessions to certain classes of borrowers. To use an absurd illus- 
tration, for the Government to declare that veteran borrowers should be able to 
obtain mortgage credit at an interest rate of no more than 1 percent per annum 
might be a suitable gesture but the financial cost of such a policy if there were 
to be any supplied would be simply enormous. 

Now how, in the light of these principles, have we actually operated? We 
have first fixed interest rates specifically by statute for certain classes of borrow- 
ers under certain Federal housing programs. This has worked well when pri- 
vate capital has been in ample supply, such as in the year just ended. However 
when that fixed rate has fallen a sufficient distance below the going rate because 
of general economic and monetary conditions, the Congress has had to author- 
ize the extension of public credit to avoid a total drying up of credit at the 
fixed rate. The result is the Government has had to go to the capital markets 
itself and borrow the needed funds. 

Moreover, this pattern has always happened during periods when contra 
cyclical fiscal policy concisely dictated the exact opposite course for Government 
finances. Moreover, and perhaps more important, this attempt to shore up an 
unrealistic rate by the use of the Government’s own credit has meant a diversion 
of Federal funds away from those areas of need where Federal funds are totally 
indispensable, such as in urban renewal, to areas where Federal funds are not 
indispensable except by virtue of an unrealistic interest rate. 

Because the answers we have found so far are patently unsatisfactory, we 
make the following recommendations: 

First, grant the Administrator of Veterans’ Affairs the same authority to fluc- 
tuate interest rates on VA loans as the FHA Commissioner now possesses. This 
is not a free interest rate; there is a statutory ceiling but it is set high enough 
and there is sufficient administrative discretion to minimize the necessity for 
the use of public credit in an area where private credit should be sufficent. This 
still provides a direct benefit to the veteran for the absence of the mutual mort- 
gage insurance premium of one-half to 1 percent per annum on the VA pro- 
grams means the veteran is still obtaining funds at a cost of one-half to 1 percent 
less than his nonveteran neighbor. 

Second, utilize this same concept in all federally sponsored programs, fixing the 
statutory rate ceiling high enough to avoid, except in extreme emergencies, the 
necessity of subsidy by granting the administrator of the specific program dis- 
cretionary power to lower the rate consistent with the current credit develop- 
ments. 

In addition to these principles for minimizing the volume of public funds 
needed for home financing, we respectfully submit to the committee a program 
through which Federal funds can be freed by meeting more fully the financing 
demands of community development, especially urban renewal, without further 
demands on the Treasury. This program would provide prompt and more com- 
plete substitution of private capital not now used in residential mortgage lending 
for the Treasury funds which now apparently are irrevocably locked up in the 
management and liquidation portfolio of FNMA. No new legislation is required 
to accomplish this objective but a declaration of congressional intent would cer- 
tainly be most helpful. At the present time, the FNMA management and liquida- 
tion portfolio is in excess of $2 billion. KFNMA’s funds obtained from private 
investors against this portfolio total approximately $800 million. The remainder 
of these holdings is financed by borrowings from the Treasury and the Federal 
Government’s investment in the corporation itself. The great bulk of this port- 
folio consists of VA and FHA loans of earlier vintage, bearing an interest rate of 
from 4 to 4% percent. Obviously then FNMA could reduce or retire its Treasury 
borrowings if it sold these mortgages to private lending institutions. But such 
sales would not only involve a capital loss of a substantial size but would also 
restrict the new home activities of the private institutions who purchased those 
existing mortgages. 

This same criticism must be made against the proposal contained in the Presi- 
dent’s budget message which provides for the exchange of these mortgages for 
Government bonds and the retirement of the exchange bonds. Obviously only 
institutions now engaged in the mortgage lending process will make this ex- 
change. Thus the amount so exchanged will be effectively removed from the 
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flow of new mortgage financing. There is, however, another way for FNMA to 
retire its Treasury borrowings more promptly. This is to accelerate the sub- 
stitution of FNMA’s notes issued to the Treasury by longer term obligations 
issued to private investors. This substitution has already occurred to some 
extent. However, it could be completed more promptly and without interference 
with new mortgage lending if these obligations were sold to the rapidly grow- 
ing pension funds. For various legal and technical reasons, pension funds have 
been and likely will continue to be extremely slow in investing directly in 
mortgages, even Government underwritten mortgages. However, they are per- 
fectly geared to the purchase of coupon securities with a long maturity, provided 
the rate on such securities is competitive. It seems to us, therefore, that the 
sale of FNMA obligations to pension funds, perhaps by direct placement, is 
the most practical means of drawing pension funds into the housing field, of 
reducing the Treasury’s burden, and at the same time of avoiding interfering 
with the flow of new private funds for home financing. Such a procedure will 
conform to the requirement in the 1954 charter of FNMA to manage and liqui- 
date its then existing portfolio in an orderly manner with a minimum of adverse 
effect upon the home mortgage market. The Federal Treasury’s financial in- 
volvement in mortgage holdings could be even further reduced by legislation 
providing for the transfer to FNMA of the several hundreds of millions of dollars 
in direct veterans home loans made by the VA. FNMA under this proposal 
could issue additional obligations to pension funds backed by this portfolio and 
retire the Federal Government’s investment in direct VA loans. The funds 
obtained from the orderly liquidation of the FNMA portfolio could by congres- 
sional action be made available for investment in urban renewal programs and 
the funds obtained from the direct VA loan program could be used to continue 
this program without Federal funds. 

In view of current and prospective conditions in the money market this pro- 
posed program will unquestionably increase the total cost of borrowed funds to 
FNMA and will seriously reduce FNMA’s net income. Indeed it may even entail 
net losses. The possibility of losses, however, was clearly recognized in the 
1954 charter for FNMA, which under the clause already mentioned provided 
for liquidation not only with minimum adverse impact on the home mortgage 
market but also with minimum loss to the Federal Government. The reserves 
and the undistributed earnings of the association in its management and liquida- 
tion operations exceed $100 million. Consequently, FNMA is in a position to 
absorb some losses without direct subsidy. Losses which exceed the net worth 
of the association, however, for this portion of its assets would have to be made 
up by the Treasury. We suggest that all face up to the probabilities of losses 
for the sake of freeing Federal funds for the tise in other programs in which 
direct Federal support is more essential. An instruction by the Congress to 
FNMA along these lines would help overcome the natural reluctance of the 
excellent management of the association to engage in financial operations which 
may entail some loss. While no one can predict the course of the money market 
in the next few years, it is most unlikely FNMA will be able to sell in the fore- 
seeable future any substantial volume of these loans without loss or without 
serious impairment of new lending. By drawing on pension funds for this pur- 
pose, a new and rapidly growing pool of savings would at least indirectly be 
tapped in the interest of housing and community development, a source of funds 
which otherwise would not be available at all or only in such dribbles that 
little benefit could be derived from it. 

This concept could well be applied to other programs in addition to the direct 
loan program of the VA. 

It is our profound conviction that we need new and imaginative approaches 
to this overall problem of Federal credit and private credit. Basic to our entire 
testimony is the resolute belief that public credit would be utilized in the home- 
financing field only when all alternatives for the use of private credit have 
proved unsuccessful. 


Mr. Wetiman. In 1958 we had a very important development in the 
field of housing. Beginning in February 1958, private housing starts 
were at the annual adjusted rate of 915,000 units. By December 1958, 
they were at the seasonally adjusted annual rate of 1,430,000 housing 
units. Percentagewise, this was an even larger increase in the rate 
of increase in 1958 than we had experienced in 1954, and we submit that 
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this experience of 1958, like the experience of 1954, sharply under- 
scores what is the major problem of providing better and more 
housing for the American families, and that is to see that there is an 
ample and steady supply of private mortgage money, because while 
the special assistance program of April 1958, contributed a great deal 
toward i this upturn, still there is no question that the over- 
whelming bulk of the money sustaining this growth in housing starts 
came from private institutions, and it is this point, the importance of 
augmenting and sustaining a flow of private capital into the mortgage 
business that we feel is the problem, not only of 1958, not only of 
1959, but in the years that lie ahead of us. 

This is important in terms of Federal contribution, too, because to 
the extent that this private flow can be augmented and stabilized, 
Federal funds can be reserved for those high-priority projects, such 
as urban renewal and direct veteran loan programs, and by that device 
not scattered over a number of programs, but concentrated in those 
areas where it is obvious that private savings capital cannot do the 
job or, if they can, they can do it only on a very partial basis. 

For it makes no difference, really, what our gross national product 
is, whether it is at the level it is now, which, in my opinion, 1s lower 
than it should be, or whether it is markedly higher, there is always 
going to have to be a rationing of Federal funds, and to the extent 
that we can minimize the demand on Federal funds and direct them 
in the areas where private capital can’t do the job, to that extent we 
will get much better benefit from Federal funds than in turn provide 
and meet social requirements much more effectively. 

Now, as far as the savings and loan business is concerned, we are 
the a single source of private capital for home financing. We, 
unlike almost any other long-term investor, are what you would call 
a one-investment operation. We can’t make the optional choices 
which other long-term investors do. We have to invest, and I think 
properly so, our funds in homes. So anything which can improve 
with safety of the public, improve the flow of funds into the savings 
and loan business, 1s by that device naturally going to go a long way 
toward this overall] problem of augmenting and stabilizing the flow 
of private savings into home mortgage lending and on behalf of the 
National League of Insured Savings Associations, we are very happy 
to see that the committee bill contains in section 802 a provision for 
increasing the insurance coverage from $10,000 to $20,000. 

Mr. Rarns. Could I interrupt you there in order to make a clarifi- 
cation? I have talked with the chairman of the full Banking and 
Currency Committee about this. We have always carried those par- 
ticular bills along with the one on the FDIC, and I don’t hesitate to 
make an announcement here that the good chairman of my full com- 
mittee says, when this comes to the committee, that he is going to intro- 
duce a bill to cover both of them, and that likely is the way it will 
come out. 

I wanted to make that clarification so that the drop in the honsing 
bill which you later see, will not be interpreted as a turndown ac‘ion. 

Mr. Wetiman. No; we appreciate that. I think in my statement 
I said something about simple equity determining that it should be 
handed to FDIC. 

Mr. Rats. That is right. 
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Mr. Wetman. Despite the insurance of accounts, which I said 
would have this effect on the flow of capital, we feel that there is a 
second device which is not in the present bill which would go a long 
way toward augmenting the supply of pyae capital, and that is to 
improve the operations of the Federal Home Loan Bank System. 
Now, at the present time the Federal Home Loan Bank System has 
$900 million in capital and net worth. Those funds are used to sup- 
port the sale of debentures in the open market, and from the proceeds 
of those sales, funds are advanced to member institutions. We pro- 
pose that there should, be created within the Federal Home Loan Bank 
System a separate secondary market facility, the function of which 
would be to buy, sell, and hold qualified mortgages originated by 
member institutions. 

Such a separate corporation would issue stock which would be sub- 
ject to the call of the bank board selling the stock to the regional banks, 
and in that way develop sufficient capital to supply an adequate capital 
base for the issuance of debentures by this separate corporation, for it 
is obvious among financial institutions that while they have at the 
present time borrowing capacity from the bank system, there is a 
natural reluctance when there is a heavy mortgage demand to confine 
the sources of funds only to funds they can borrow. To the extent 
that they could sell to the secondary market facility within the bank 
system, that would assist in bringing more capital into the business. 

It would do, in effect, for conventional loans among member insti- 
tutions of our banking system what FNMA does with respect to the 
insured or the mine loan, and it would do it without any Govern- 
ment funds for the capital for the corporation would come from the 
regional banks, would be nonwithdrawable capital, and would support 
the sale of non-Government insured or guaranteed debentures sold in 
the open market as the Home Loan Bank System now sells its deben- 
tures for obtaining funds to advance to member institutions. 

We feel that this would be an extremely important adjunct in the 
operation of the Bank System and mons | contribute to augmenting 
the flow of private capital, for these securities would be sold primarily 
to those investors whose primary investment opportunities and in- 
terests are in the coupon-bearing security, rather than in the acquisi- 
tion and originating and servicing of individual mortgages. So we 
feel that, frankly, such a system within the Home Loan Bank System 
would go a long way toward meeting one of these problems, and it 
would ” truly a secondary mortgage operation, for I think there 
must be always an important distinction drawn between a portfolio 
lender and an originating lender. An institution which is making 
and holding loans and then selling them subsequently is in a vastly 
different position from a small mortgage company which turns its 
mortgages over to a facility as soon as the mortgages are closed. 

Mr. Rarns. For fear that I won’t be able to come back to this point, 
let me ask you two questions about that. First, have you or your 
association worked out any language along that line that this com- 
mittee could look at ? 

Mr. Wetiman. Yes, sir; and we will file it with you. 

(The information requested above is as follows :) 
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THE FEDERAL HOME LOAN BANK MORTGAGE CORPORATION 


SEecTION. 1. The Federal Home Mortgage Corporation (hereinafter referred 
to as the “Corporation’’) is hereby created and chartered for the purposes herein 
stated. 

Sec. 2. The Federal Home Loan Bank Board (hereinafter referred to as the 
“Board”) is authorized and directed to operate the Corporation and to prescribe 
bylaws, rules, and regulations not inconsistent with this Act. 


CAPITALIZATION 


Sec. 3. (a) The Federal home loan banks, upon the call of the Board, shall 
subscribe to nonvoting stock of the Corporation having a par value of approxi- 
mately $75,000,000 and shall purchase and pay for the same in proportion to the 
par value of the outstanding capital stock of each Federal home loan bank at the 
time of such call. 

(b) The Board may by regulation require participating members of the Fed- 
eral Home Loan Bank System to purchase at par value and hold nonvoting stock 
of the Corporation as a condition precedent to the right of any such member to 
sell to or warehouse mortgages with the Corporation. 

(c) Whenever in the opinion of the Board the financial condition of the 
Corporation warrants such action, dividends may be paid on the capital stock of 
the Corporation. The Board shall also provide by regulation for the transfer 
or assignability of capital stock or for restrictions on the right of any partici- 
pant to transfer or assign capital stock. 

Sec. 4. The Board may impose charges or fees for its services with the objec- 
tive that all costs and expenses of its operation should be within its income 
derived from such operations and that such operations should be fully self- 
supporting. 

Sec. 5. Upon the date of the enactment of this Act the Corporation shall be- 
come a body corporate and shall be an instrumentality of the United States and 
as such shall have power— 

(1) to adopt and use a corporate seal. 

(2) to have succession until dissolved by Act of Congress. 

(3) to make contracts, to buy and sell home mortgages or participating 
interest therein as defined in the Federal Home Loan Bank Act, to and from 
members of the Federal Home Loan Bank System. 

(4) to warehouse or buy with option to repurchase home mortgages as 
defined in the Federal Home Loan Bank Act. 

(5) to sue and be sued, complain and defend in any court of law or 
equality, State or Federal. 

(6) to appoint and fix the compensation of such officers, employees, and 
attorneys and agents as shall be necessary for the performance of its duties 
under this Act. 

(7) to borrow money and to issue notes, bonds, debentures, or other obli- 
gations upon such terms and conditions as the Board may determine: Pro- 
vided, however, That the aggregate amount of obligations of the Corporation 
outstanding at any one time shall not exceed ten times the sum of its capital, 
capital surplus, general surplus, reserves, and undistributed earnings. 

Src. 6. Moneys of the Corporation may be deposited in any Federal home loan 
bank or any commercial bank, the deposits of which are insured by the Federal 
Deposit Insurance Corporation or invested in obligations of or obligations which 
are guaranteed as to principal and interest by the United States. When desig- 
nated for that purpose by the Secretary of the Treasury the Corporation shall 
be a depository of public money under such regulations as may be prescribed by 
the Secretary of the Treasury and may also be employed as fiscal agent of the 
United States and it shall perform all such reasonable duties as depository of 
public money and fiscal agent as may be required of it. 

Sec. 7. All notes, bonds, debentures, and other such obligations issued by the 
Corporation shall be exempt, both as to principal and interest, from all taxation 
(except State, inheritance, and gift taxes) now or hereafter imposed by any 
Territory, dependency, or possession of the United States, or the District of 
Columbia, or by any State, county, municipality, or local taxing authority. Such 
obligations shall have no exemption or special treatment as such (either as to 
principal or interest) for purposes of income, estate, or gift taxation now or 
hereafter imposed by the United States, but shall be exempt (both as to principal 
and interest) from all other taxation now or hereafter imposed by the United 
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States. The Corporation, including its franchise, activities, capital, reserves, 
surplus, and income, shall be exempt from all taxation now or hereafter imposed 
by the United States, by any Territory, dependency, or possession thereof, or the 
District of Columbia, or by any State, county, municipality, or local taxing 
authority ; except that any real property of the Corporation shall be subject to 
State, Territorial, district, county, municipal, and local taxation to the same 
extent according to its value as other real property is taxed. 

Mr. Ratns. Second, do you have any idea as to the attitude of the 
Home Loan Bank Board concerning this new facility ? 

Mr. WetimMAN. No, sir; I couldn’t comment on their official position 
on it. I know the matter has been very heavily discussed within the 
industry and within the Bank Board and between the Bank Board 
and the industry. 

Mr. Rarns. You say it won’t take any Government funds to operate 
it? 

Mr. Wetiman. No, sir; it would take a simple authority to create 
the corporation, because we feel that a separate corporation should 
be utilized, rather than using the bank system itself, because the bank 
serves three functions: It provides funds for liquidity to meet with- 
drawals, it lends funds for seasonal needs between the spring and the 
fall, and to a very limited extent it has provided some long-range 
capital in those areas that are rapidly growing where there has been 
a heavy mortgage demand, and we would like to maintain the strength 
of that corporation as it is and separate out and set up a separate 
facility, the sole function of which would be to buy and sell and hold 
qualified mortgages. 

Mr. Rarns. Is it a fair statement to say that when the Home Loan 
Bank Board was organized in 1932, that it was envisioned by the 
authors of the legislation at that time that the Board would furnish 
long-term capital ? 

r. Wettman. Yes, sir; I think there is no question about that. 
And one of the problems that has arisen in the operation of the bank 
system is this problem of how do you get the capital. If you have 
to go borrow the capital, well, that is an inhibiting force on any 
financial system. They just don’t like to be in debt too heavily, 
whereas if they had a facility that was a separate corporation, to 
which they could sell, subject to the rules and regulations of that 
corporation, qualified mortgages from member institutions, it would 
make a contribution toward making more funds available to them to 
operate, and more importantly perhaps even than that, it would 
permit the sale of those securities issued by that corporation to funds 
such as pension funds, which we all know are just not interested in 
buying “Peng: 

r. Rays. I was just about to ask that question. You answered 
itforme. Thankyou. Go ahead. 

Mr. Wetiman. Now, in addition to these two suggestions, one of 
which as I said is already in section 802 of the act, we have two other 
specific suggestions, relative to modifying some of the impediments 
already in the system. 

The first two recommendations would increase the flow of money. 
The latter two I am about to make relate to improving the flow 
within the system itself. One is contained in our section 801 which 
relates to the matter of increasing the amount of loans which in- 
dividual associations can hold that are participation loans beyond the 
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50-mile limit. At the present time, savings and loan associations have 
a 20 percent of asset limitation which applies to properties or loans 
secured by properties in excess of four units, other-purpose loans, 
and loans made beyond the 50-mile limit, and we note very favorably 
the suggestion which is in the present committee draft for increasing 
that to 30 percent. 

We have a slightly different approach but it really makes no differ- 
ence. The important point is that this present limitation be lifted 
so that individual institutions, particularly in the larger eastern areas 
where there are capital surplus areas, can acquire mortgages in capital- 
scarcity areas and do it without bumping their head, as many of them 
already have, against this 20 percent ceiling. 

Mr. Rarns. That would help to spread the available mortgage credit 
to those areas that we are constantly concerned with where there is a 
lack of mortgage credit, would it not ? 

Mr. Wetiman. That is correct, it would do a great deal in that 
respect. 

Now, our fourth recommendation deals with the problem Mr. Knox 
just testified on and that relates to this question of loans on unim- 
proved real estate. As the committee knows, at the present time 
Federal savings and loan associations and associations insured by the 
FSLIC are confined to lending on improved real estate and we know 
there has been a lot of discussion as to whether we should be able to 
go out and acquire real estate for the purpose of development, but 
we suggest that at least the opening position should be to permit sav- 
ings and loan associations up to, say, 5 percent of their assets to make 
loans for off-site improvement of land, the purpose of which off-site 
improvements are the subsequent residential construction on that 
land. 

We feel that a 5-percent limitation on loans of that type, subject 
to rules and regulations of the Federal Home Loan Bank Board, 
would give us a safe way within the conventional loan and within the 
savings and loan system, of partly meeting this problem which we 
all know exists and it would help us make some contribution to this 
problem of high raw land costs and constantly mounting off-site 
improvement costs. 

Mr. Rarns. That could be an aid to the urban renewal program, be- 
cause you could be engaged in buying some of that land involved. 

Mr. Wetiman. That is correct. 

Mr. Wipnatu. Mr. Chairman, that could also be of great aid to a 
small builder. 

Mr. We.iman. That is correct. I am sure Congressman Mc- 
Donough can bear me out on this. In Los Angeles, raw land costs 
are enormous. If you go out to buy raw land to build houses on, 
it takes enormous amounts of capital and the result is that the build- 
ing business is becoming more and more the business of a few large 
builders and I don’t think that is our objective. 

I think we want a free competitive market among builders just 
the same as we want among all areas of our economy. Well, those 
are four what you might call savings and loan suggestions with re- 
spect to this housing bill, but we Rave some other general recom- 


mendations which we would like to present for the committee’s con- 
sideration. 
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One of them, of course, is this problem of interest rates. We real- 
ize that this committee does not have jurisdiction. We are delighted 
to hear of the action that has occurred with the Veterans’ Committee 
of this body, because frankly we feel that one of the great problems, 
one of the reasons we have ridden this roller coaster so often on hous- 
ing starts is because of the problem of fixed interest rates which are 
verfectly proper when money is easy and which become a tremendous 

andicap to private savings flowing into the mortgage business when 
money becomes scarce. 

Now, it is all right, we feel, for Congress to say that any special 
group of people shall not pay more than a fixed interest rate, but 
we would point out that that isn’t enough. It isn’t enough for Con- 
gress to say, “Well, this group of individuals in our society can’t pay 
any more than a certain interest rate.” The Congress has to go fur- 
ther than that. They have to provide the money to support that 
fixed interest rate unless the fixed rate happens to coincide with the 
going market rate because individual institutions lending money are 
under the obligation to flow their funds where they can with safety 
obtain the better return and if there isn’t a reasonable coincidence 
between the fixed rate and the going rate, the money simply won’t 
flow there. 

It will not reach into those areas where Congress and the industry 
itself may well say these are areas of need, but if you put a fixed in- 
terest rate on and the fixed interest rate is too low, there won’t be 
money. The other day I testified before the Senate, and Mr. Brown- 
stein of the Veterans’ Administration preceded me, and he talked 
about the direct loan program. They have 40,000 applicants for di- 
rect loans which is an enormously important problem, particularly 
in rural areas. They can’t handle that. They would have more if 
they weren’t telling everybody there is a 2-year wait. 

How are we going to get private money to meet these jobs, because 
I simply don’t feel, no matter how much money we appropriate, that 
the Federal Government can take the place of private capital to pro- 
vide housing needs except in those areas of very obvious special social 
requirements and this problem runs all of the way through housing 
legislation. 

Mr. Rarns. Mr. Wellman, let me ask you a question. 

Mr. Wetiman. Yes, sir. 

Mr. Rarns. Of course, you are talking about something that is very 
vital. What is the average going rate now on a conventional loan, 
we will say, in California ? 

Mr. WELLMAN. Six percent. 

Mr. Ratrns. Six percent. I point out to you the fact that as long 
as Government bonds are selling at their present price, bearing the 
interest rate that they bear, does that not have a tremendous upward 
pressure on interest rates ? 

Mr. Wetiman. There is no question about it. 

Mr. Rarns. I realize that there is a great difference of opinion on 
the part of some people. We would like to say that the cost of money 
finds its own level, but I have never been convinced that that is so. 


I think instead that the activities of the monetary system of the Fed-. 


eral Government have as much, if not more, to do with the fluctua- 
tion of interest rates up and down than the actual flow of money. 
What do you think? 
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Mr. Weitiman. Well, there is no question, Congressman, that the 
debt management policies of the Treasury have an enormous effect 
on the price of money, for after all, the U.S. Government has to go 
to the capital markets just the same as General Motors does, just the 
same as any borrower does, if it doesn’t have enough money coming 
in to pay its own bills. 

Now, for example, we have seen the Federal Government in the 
past year repeatedly going to the market for funds. We saw just a 
month ago or just in the last couple of weeks, rather, the Federal 
Government going in for a long-term bond, 4 percent coupon rate, 
priced at issue at “99, and other than the first 2 days, that bond has 
sold consistently below the offering price. 

Now, the problem is we have money in the system but a lot of 
people want to use it and they want to use it for different reasons, 
and they are all competing for that money, and to the extent that 
they compete, various ones get certain portions of it, depending part- 
Wy on the rate they pay, partly on the risk that is involved, and I feel 

ere is no question but to the extent that the Federal Government 
finances its operations by deficits it increases the price of money be- 
cause it is traveling to the market more often and it is traveling for 
bigger amounts of money, and so long as the Federal Government | goes 
to the market together with the corporations, together with the finance 
company for consumer credit, together with mortgage lenders, you 
are. going to have the price of money fluctuate, and to the extent that 
the Government tries to shore up what becomes an artificial rate, that 
action itself creates more pressure on the rate. 

If we were to have Congress appropriate $5 billion to maintain a 
414 percent VA rate, let us say, we would be asking the Federal Gov- 
ernment to go out and borrow that amount of money. To the extent 
that it does that, it creates pressure on rates. 

Mr. Rains. Now, that is all true and with all that I agree, but here 
is the other side of the coin. If we cut loose the ceilings on all inter- 
est rates on guaranteed loans, there is Government participation, and 
just say let's S let it seek its level. I feel that there is hardly any risk 
involved in a guaranteed loan. For the Congress to turn that loan 
loose without any ceiling on it seems to me to be a bit of irresponsi- 
bility, recognizing the fact that it is not the average mortgage and 
the further fact that interest rates have a habit of bouncing against 
the top ceiling just like farm prices have a habit of bouncing down 
the other way. So I go so far with your belief, and you are a great 
student of finance, but I wonder if you would advocate the complete 
abolition of a ceiling on a Government-insured home ? 

Mr. Wetiman. No, sir, absolutely not. I am in favor of the statu- 
tory ceilings on any loan where the Government in effect is assuming 
the major tisk of loss. What I am disagreeing with, Congressman, 
is the attempt to slot the rate through a “specific statutory provision 
each year in each housing act for each housing program on the basis 
of ron the market is at that particular time. 

I don’t think any one of us here could possibly say what should 
be the interest rate 2 months from today on an FHA income property 
loan. I think there is a big difference between what I am talking 


about and what you and I both agree on, Congressman, and this mat- 
ter of a totally free interest rate. 
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I certainly would not believe in the principle of a totally free 
interest rate, but we are trying to slot these rates all of the time on 
the basis of the present market and then the market shifts and then 
the money leaves the field, and the result is that we get pressure on 
Congress all of the time to appropriate money through Fannie Mae, 
to support that unrealistic interest rate, or we get what is even worse, 
I believe, we get to shortchanging other programs such as urban 
renewal where private money can’t do the real job. We shortchange 
those programs because we are spreading the Federal funds around 
in a half dozen different ways in such a way that we really don’t get 
the mileage we ought to get, and it seems to me if we could have 
statutory ceilings that are high enough and administrative discre- 
tion to fluctuate the rate, you would end up, in my opinion, with 
a program that would minimize Federal capital contributions and, 
at the same time, you would be able to have Federal funds available 
in those areas where private money obviously cannot do the job. 

Mr. McDonoven. If you had a situation of that kind, do you 
think that there are any influences in the financial market which 
might maneuver those rates to a maximum and hold them there? 

What would influence the rate to go up? 

Mr, Wetiman. Congressman, you know from Los Angeles in the 
savings and loan business, it is a very competitive business, and what 
we pay to the savers of Glendale Federal or any of the 132 other 
savings and loans is not a question of a few fellows deciding how 
low it can be or how high it can be, because there are 130 savings 
and loan associations, there are the biggest banks in the United States 
making real estate loans, the biggest life insurance companies, and 
everybody is fighting to get proper safe investments, and I just never 
in my experience of 20 years in lending money on houses, I never 
have seen anything that had a tendency to raise the rates on mortgage 
loans so long as the mortgage loan business was competitive with other 
types of investments. 

Mr. McDonoueu. In other words, there are no influences that you 
know of that can control that situation ? 

Mr. WetuMan. No, sir. As a matter of fact, Congressman, every 
act that this Congress has taken to improve the FHA instrument, 
guaranteeing, minimizing losses, that is the area where Government 
can drop interest rates because to the extent you minimize risk, you 
lower the price of money. 

Mr. Ratns. One other thing. There is always the competition for 
all types of mortgage credit between bonds, stocks, industrial devel- 
opment, every possible type of construction and development that we 
have, and one of the ways that it seems to me would be the best to 
help hold interest rates down would be to lower, if that is a good 
word, more of the mortgage credit into the channels that would flow 
through housing. 

I know that interest. rates are one of the reasons, but I also know 
that long-term money would help to do it; the tapping of pension 
funds. It might put 2 strain on the bond market again because a lot 
of the pension funds are invested in bonds. But here is what worries 
me about interest rates, Mr. Wellman. In the President’s message, 
he really put a finger on it and I quote, from page M. 74. 


Interest payments are estimated to rise $496 million to $8.1 billion in fiscal 
year 1960. These payments, almost entirely for interest on the public debt, rep- 
resent more than 10 percent of the budget expenditures. 
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Now what really alarms me is that 5, 6, or 7 years ago the public 
debt was about the same figure as it is today. Yet there has been 
that alarming rise in interest rates out of the taxpayers’ pocket over 
the past few years in the national debt, even though the debt has 
not been increased. I get the feeling that we are getting inflation, 
runaway inflation; that we can get it in interest rates the same as we 
can get it in wages or in prices or anything else. 

So for that reason, I have always believed we should be very 
careful in Government-insured programs of every type. We should 
do everything we can to keep the interest rates from rising too high 
because when we do it we just price out of the field so many American 
citizens who really need a home that they can pay for. As I talk 
with you about it and listen to you present it so eloquently, I feel 
like a dog chasing his tail because what you are actually doing is 
just going around and round and round in my thinking. 

So in the long run the only way I see that we can solve our im- 
mediate problem of more housing is to get more long-term money 
through such facilities as you are talking about. We could lower 
that money, which today, even with the interest rates above what 
the bond yield would be if we could give them the same type of 
package deal, into this type of mortgage financing. 

Don’t you really think that is the answer? 

Mr. Wetman. Well, I think that is true. But if you take these 
various devices and avenues to attract more long-term money into 
the mortgage market, but then fix the rates on mortgages so low 
that the money won’t be attracted to it, you are defeating your own 
purpose. 

Mr. Rarns. It is difficult for me to see, though, why a 414 percent 
bond could be as attractive as a 5 percent mortgage or a 434 percent 
mortgage guaranteed, if you had the same kind of package; I am 
thinking of pension funds now. 

Mr. Wetiman. I think that is true, but you have the same type 
of problems or factors that distinguished a mortgage from a bond. 
When money is tight, investors demand noncallable bonds. If the 
rate is 5 percent, they don’t want to get the money back on a re- 
financing of the bonds the minute the interest rate gets lower. 

With mortgages, you have a monthly flow of funds coming in which 
have to be reinvested. That is just one way in which a mortgage is 
different from a corporate bond. Another difference is the cost of 
servicing them. With our own institution we figure that it takes us 
2 years to recapture out of the interest rate the cost of originating a 
mortgage. Now, there is a big difference between going out and 
saying, “Well, we will buy $20 million worth of A.T. & T. debentures.” 
That doesn’t take a lot of leg work and a lot of personnel. That just 
takes one fellow making up his mind that is what we are going to do, 

lus having the $20 million. And it certainly doesn’t take any prob- 
em to keep track of it, to get the payments back, because there are 
no payments coming back. 
ou have no reinvestment problem. Those are the differences or 
some of the differences between bonds and mortgages and you sim- 
ply—it seems to me, Congressman, you have either got to say the 
market is going to decide or somebody is going to decide. 
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Now those are your choices. The Congress can decide what the in- 
terest rate ought to be, but as long as the market place is where the 
funds are lent, that determination by Congress is really, and frankly 
just a pious statment. It doesn’t produce any money, and it does 
no good to say that a 414-percent loan is what people ought to pay 
for home mortgages, if nobody is going to lend them the money at 414 
percent, and that has been the position we have been in. 

Mr. Ratns. Mr. Wellman, since you are talking about bonds, I want 
to ask you a question. I have been struggling over a little bill which 
I introduced, and I asked Mr. Mason about it yesterday, and Mr. Bach- 
man. In the budget message there was some kind of statement in 
which there was a provision for Fannie Mae to exchange mortgages 
for Government bonds. 

Now you are an able man in finance and you understand it. Just 
what would be the result of that and what is it ? 

Mr. Weti_man. Mr. Congressman, in my written statement I have 
made a specific proposal relative to this and I will comment both on 
the question you have asked as well as what our proposal is with re- 
spect to it. The Federal National Mortgage Association has roughly 
$2 billion worth of mortgages in its management and liquidating port- 
folio. Now, the bulk of those mortgages are written at 4 percent. 
They were loans that were made and sold to Fannie Mae in early 1950 
or the early 1950’s, I should say. Of that $2 billion in that portfolio, 
roughly $800 million of the money used to hold those mortgages was 
raised by Fannie Mae from private investors. The other $1,200 mil- 
lion is funds that, in effect, are Treasury funds. 

Now, what, as I understand the President’s budget message was, 
was a proposal that Fannie Mae would in effect trade up to $335 mil- 
lion worth of that $1,200 million to individual investors in exchange 
for Government bonds, and as the result of that exchange they would 
retire the bonds turned in. 

Now, obviously the mortgages at 4 percent are below the market rate. 
Obviously then what would happen is that there are many Govern- 
ment bonds below the issue price, so they would in effect propose a 
trade, even Stephen, I presume, between discounted bonds and dis- 
counted mortgages, but trading one for one on a par basis and retire 
the bonds. 

Now, that in essence, as I understand the proposal is what the 
budget message is referring to. I feel, one, I have serious question 
as to whether the Internal Revenue would permit a trade of unlike for 
unlike, that is trading bonds for mortgages at obviously higher prices 
than the market price without foreing the institution that does trade 
it to take the loss at the time of the trade, which, if they have to do that 
there is no point in going through this rinky-dink of trading bonds 
for mortgages, you just go out and sell the bond and take your loss 
and do what you want to do with the money, but I have an even greater 
objection to it aside from the first one, which I think probably prevents 
it from working, and that is there is only one class of people that is 
going to trade a bond for a mortgage and that is a lender that is 
already in the mortgage business. 

Now, I know of no lenders that are sitting on top of huge piles of 
cash, so if they trade Government bonds which they hold today that 
are part in effect of their liquidity, and acquire mortgages, they are 
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then going to take $335 million and buy more bonds with it, not invest 
it in the mortgage business. 

So I frankly feel that the President’s proposal is a proposal for 
removing from 1959 cash flow, if it works, $335 million to buy mort- 
gages that are roughly 8 years old, instead of making those funds 
available for mortgages originated and made in 1959. 

Now, those are my two criticisms of the proposal, but I think the 
President’s objective is sound in the sense that I see no reason in the 
world why the Federal Government should sit around holding on to 
$1,200 million worth of mortgages, which don’t belong in the Federal 
Treasury at all or in the Federal Government at all, and I would 
therefore propose that Fannie Mae, which it already has the legisla- 
tive power to do, issue private debentures and perhaps even place 
them directly with pension funds on a direct placement basis, rather 
than throwing them out on the open market, price those debentures 
at whatever the going market rate is, and obtain private capital and 
with that private capital from institutional investors who are not now 
in the mortgage business, use that capital to retire the Treasury’s in- 
vestment of $1,200 million in Fannie Mae. 

Now, there is going to be a loss in this, because the average weighted 
yield, net yield to Fannie Mae of that $1,200 million is about 3.6. 

So let’s say they had to pay 4.6 to get the private pension money. 
That is 1 percent. But Fannie Mae has a hundred million dollars m 
reserves against the management and liquidating portfolio. They 
could absorb that hundred million dollars out in interest charge or 
even they could get funds from the Treasury of $10 million or $12 
million which would be only that at the first year because the amount 
would decrease. They could by that device unload over a period of 
time—you can’t do it overnight—but they could unload those funds, 
free the Treasury from that burden, and use those mortgages in- 
directly to tap capital sources that now are not in the mortgage 
market. 

There is no reason in the world except I am sure the natural re- 
luctance of any one of us to show a loss, but if this Congress were to 
make a statement of congressional intention instructing the Agency's 
management, and I must say I think Fannie Mae has one of the best 
managements there is in all of Government, to instruct them to pro- 
ceed to substitute private funds for Government funds on the $1,- 
200 million they would free Federal funds to that extent. 

Mr. Rarns. The trouble with that would be I don’t believe the 
Treasury would let the Federal National Mortgage Association issue 
the long-term debentures. What do you think? 

Mr. Wetiman. I don’t know why they would not. They might not 
let them issue it in February or January when the Treasury is out in 
the market themselves. 

Mr. McDonoveu. I appreciate your knowledge of a very difficult 
problem. You say there is going to be a loss and the loss would be in 
the rate of interest, the average rate of interest that the mortgages are 
now paying as compared to the rate you may on the debenture bonds. 

Mr. Wettman. That is correct. 

Mr. McDonoven. Which would amount to what, 1 percent more? 

Mr. Wretiman. Well, I am just taking a 1-percent figure, because 
you would do this over a period of time and you would read the interest 





306 HOUSING ACT OF 1959 


yield curve as the rest of us do. Sometimes you would borrow part 
of your money at a higher price and sometimes at a lower price. 

Mr. McDonovueu. Presuming it would be a 1-percent loss all of 
the way along the line, a 1-percent loss on $1,200 million—— 

Mr. Wetiman. It is per annum. 

Mr. McDonoveu. $12 million, isn’t it? 

Mr. Wetiman. Yes, $12 million for 1 year. 

Mr. McDonoven. Would there be that much loss in the long-term 
run on the payout of the mortgages if you held them? 

Mr. Wetiman. No, there wouldn’t, except to the extent that the 
Federal Treasury has to borrow that $1,200 million at a price higher 
than 3.6 percent. I don’t know what the average cost of the money 
is to the saa today, but we are going through this same thing in 
the direct loan program of the VA. 

The administration wants, I don’t know, $100 million, certain Con- 
gress personnel want $300 million. We are continually going to the 
Government to spend money to acquire capital assets which show on 
the budget as a cash expenditure for the year in which the assets were 
acquired. 

Mr. Rarns. And no assets at all? 

Mr. Wetitman. And no assets at all because you are working on a 
strict income and expense budget rather than a capital budget, but 
you are shortchanging urban renewal. $1,200 million of Federal 
funds which has been tied up in Fannie Mae since 1952, Actually it 
was more than originally. Tt was originally $3 billion, but at least 
$1,200 million they have still got that the Federal Government is 
holding onto. 

Mr. McDonouen. That is being liquidating, though. 

Mr. Wetiman. Well, at a rate of 3 or 4 percent a year. It will 
go for 20-odd years before they get their money back. They will get it 
back in dribbles. 

Mr. Rarns. Last year around April, everybody was screaming about 
Fannie Mae. In the Emergency Housing Act which last year was 
really bipartisan, I think the amount was about a billion dollars for 
the program. Do you think that had any effect in stepping up the 
seasonal rate which you mentioned as low early in the year and high in 
December ? 

Mr. Wetiman. I do, but I would like to see you get some of that 
billed out of the private capital market instead of taking it out of the 
Federal Treasury. 

Mr. McDonovcu. You would pay a higher rate of interest on it, 
though ? 

Mr. Wetiman. That is right. 

Mr. McDonoveu. And would that be an inhibition on the use of it 
in the building of homes? 

Mr. Wetiman. I don’t think so. I have never seen the mortgage 
market so marginal, as far as demand is concerned, that half a percent 
of interest difference on the mortgage was going to take so many 
poeple out of the mortgage market that they couldn’t get housing. 

am not saying that there aren’t special areas where you may not 
have that problem, but when the Federal Government spends $1,200 
million, when they spend $800 million to make loans, direct VA loans, 
they are tying up Federal funds, whether it is because they don’t keep 
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their books right or not doesn’t make any difference, the funds are 
still tied up, and to the extent that you cannot tie up Federal funds, 
you balance the braciget, you make money available for those areas 
which in the last analysis are areas only reachable by Federal funds. 

Mr. McDonoven. Do you think that a higher rate of interest is a 
fair definition of a hard money policy, or is it the lack of money? 
Which is the most definitive ? 

Mr. Wetiman. Well, I would prefer to say that high interest rates 
are the result of heavy demand for money. 

Mr. McDonovucn. Heavy demand, and if the money is available 
there is no hard money, it is not a hard money policy ? 

Mr. Wettman. Well, hard money is one of those emotional words. 
If you want to analyze it in terms of economics and flow, so long as 
the Federal Reserve isn’t deliberately choking off the supply of 
money, the price of money is going to be fixed by the demand for it. 

Mr. McDonoucn. Now, starting off in 1959, do you think we are 
running into a hard money policy ? 

Mr. We.iman. I think interest rates have firmed already, and if 
the recovery proceeds at a fairly good pace, I think you will find that 
interest rates toward the end of the year will probably be higher 
than they are at the beginning of the year, principally, among other 
reasons, because both the banking system and the commercial organ- 
izations don’t have the liquidity they did 2 or 3 years ago. 

Mr. McDonovueu. But there will be plenty of money available? 

Mr. Wetiman. There will be money available, yes. I don’t know 
whether you would say plenty or not. I am trying to be objective 
about it, whereas plenty and hard are qualitative terms, and I would 
say in the last analysis how much money you put out into the economy 
depends largely on the productive capacity of that economy. 

Mr. McDonovucn. Well, let’s bring it right back to home. How 
many of the Federal Savings and Loan Associations in California are 
turning down loans at the present time ? 

Mr. Wetuiman. Qh, I think they are getting a sufficient number of 
loans. I don’t think there is any great shortage of money at the pres- 
ent time in California for making loans, but the flow of funds into 
al] types of financial institutions in 1958, and on the basis of our ex- 
perience in 1959 so far, has been very good. 

Mr. McDonoveu. And deposits are increasing ? 

Mr. Wetuman. Yes. But we are paying a high rate for our money 
and we have to cover that by the rate we charge. We can’t pay some- 
body 4 percent for their savings account and then turn around and 
ane it at 3 percent. We could do it, but we wouldn’t stay there very 
ong. 

Mr. Ratns. Mrs. Sullivan. 

Mrs. Sutiivan. I have no questions. 

Mr. Rains. Mr. Widnall. 

Mr. Wipnaty. The Government is the only one who can stay in 
action that way, borrowing at four and lending it out at three. 

Mr. Weti_man. Well, Congressman, even the Government is subject 
to the discipline of currency. 

Mr. Wipnay. We know overseas our money doesn’t. buy as much as 
it used to, which is their appraisal of the value of our money. 

Mr. Wettman. That is correct. 
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Mr. Wipna.u. Previous testimony of Mr. Holloway was addressed 
to the standby commitment he proposed for FNMA. 

Mr. Wetiman. I think what Mr. Holloway would like, because he 
is in the real estate business, is to have a forward commitment on a 
house that he has a listing on in order to get a loan large enough so 
that he can sell it without having to involve any of his own money in 
the transaction until the sale actually takes place. Then you revolve 
the mortgage right into FNMA. 

Now, Congressman, that is not a secondary market. That is a pri- 
mary market. What you are doing there is you are borrowing, in 
effect, commercial bank credit to warehouse a mortgage for 50 or 60 or 
90 days, until it closes, and then you are turning around and selling 
that mortgage to FNMA on the ostensible theory that FNMA is a 
secondary market facility, but I submit that a 90-day period makes it 
awfully close to being a primary market facility, which I don’t think 
the objective of FNMA was. 

I frankly feel that forward commitments on existing housing will 
convert FNMA into a primary secondary market, if you want to have 
a contradiction in terms. 

Mr. Wipnatt. I am very much interested in your testimony with 
respect to the secondary market operation through the Federal Home 
Loan Bank System. Along with Chairman Rains, I would like to 
analyze the legislative recommendations that you propose. 

Mr. Wermman: Thankyou. 

Mr. Rats. Just one other comment I want tomake. I wish we had 
the time, not only as Mr. Wellman is an outstanding man in the field 
of savings and loans, but to have gone into the real benefits of urban 
renewal and a great many other things with you, and I just want to 
point to the statement he made on page 9, and with that I will close. 

You have heard the private enterprise plea, which is one of the best 
in the world. But he also said, at the outset it should be made clear 
that there is nothing inherently improper or immoral for the Congress 
of the United States to declare that it is in the interest of the public 
that some classes of people should be able to borrow at rates which 
at times may be below the going rate. 

I share your opinion about those things. I think you are right. 
You are a very good witness, Mr. Wellman, and we appreciate your 
coming. I think you have educated us. 

Mr. Wetiman. Thank you, it is always a privilege to come before 
this committee. 

Mr. Rarns. Very well, 10 o’clock tomorrow morning. 

(Whereupon, at 4:25 p.m., the subcommittee adjourned, to recon- 
vene at 10 a.m., Friday, January 30, 1959.) 
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HOUSING ACT OF 1959 


FRIDAY, JANUARY 30, 1959 


Hovusb oF REPRESENTATIVES, 
SUBCOMMITTEE ON HOUSING, OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 
The subcommittee met, pursuant to adjournment, at 10 a. m., Hon. 
Albert Rains (chairman of the subcommittee) presiding. 
Present: Messrs. Rains, Addonizio, Barrett, Mrs. Sullivan, Messrs. 
Ashley, Miller, McDonough, and Widnall. 
Mr. Rarns. The committee will be in order. 
The first witness this morning is Mr. Boris Shishkin, with Mr. Bert 
Seidman and Mr. John Edelman, representing the AFL-CIO. 
Come around, gentlemen. We are glad to have you. Your state- 
ment doesn’t seem to be too lengthy, Mr. Shiskin. We are trying 
to conserve time in these hearings. I think you might just proceed 
with your statement. 
Mr. SuisnHKin, Thank you very much, Mr. Chairman. 


STATEMENT OF BORIS SHISHKIN, SECRETARY, HOUSING COM- 
MITTEE, AFL-CIO, ACCOMPANIED BY BERT SEIDMAN, ECONOMIST, 
AND JOHN EDELMAN 


Mr. SHIsHKIN. I appreciate very much the opportunity to appear 
here before your good committee as we have in the past and to present 
testimony on an issue which we consider to be of extremely vital im- 
portance to the American economy and to the welfare of the American 
people. I appear on behalf of the Amercan-Federation of Labor and 
the Congress of Industrial Organizations. I am the secretary of the 
AFL-CIO housing committee. 

I have with me Mr. Bert. R. Seidman, economist, of the AFL-CIO, 
and Mr. John Edelman, who is a national representative of the Textile 
Workers Union of America, and also a member of the AFL-CIO 
housing committee. 

I have submitted my prepared statement, Mr. Chairman, in accord- 
ance with the rules, and I would like to have this statement included 
in my testimony as read. 

In order to save time, I would like to summarize the main highlights 
of the testimony for the committee. 

Mr. Rarns. That is a fine way to proceed, Mr. Shishkin. That 
will be done, the full statement will go into the record. 

Mr. SutsHKINn. I would like to call your attention particularly to 
the statement of the AFL-CIO Council, which is attached at the con- 
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clusion of my testimony. I would like to refer to a statement con- 
tained in that document, which is as follows: 

We consider the enactment of a comprehensive housing bill to be the urgent 
special order of business of the next Congress. 

This was adopted last November. 

Mr. Rarns. I might interrupt you there to say that apparently the 
leadership agrees with that statement. 

Mr. Suisuxin. Thank you. I think your past efforts show your 
concern with the problem and the approach we are making here. We 
feel that action by Congress in housing legislation constitutes the first 
challenge to the 86th Congress to build a stronger, more prosperous 
nation. The proposals of the AFL-CIO for housing legislation are 
a minimum program, to assure reasonably satisfactory progress to- 
ward meeting the Nation’s housing requirements. 

The world is measuring our capacity for economic growth against 
the already demonstrated forward thrust of the Soviet economy, and 
this action will contribute more than any one single economic measure 
before this Congress, for us to meet that challenge. There are in the 
United States today 13 million families who are still forced to live in 
substandard dwellings, and urban blight is rapidly spreading. This 
calls for action, and our proposals here for housing legislation are a 
“oo step in the direction that is needed. 

here has been much said in an attack on a comprehensive housing 
legislative approach, against such an approach, on the ground that it 
should not be done because of the need to balance the budget or to pre- 
vent inflation. I would like to state in that connection the AFL-CIO 
does not advocate an excessive level of governmental expenditures. 
We don’t think there is any element of extravagance, however, in any 
of this program. We feel that every bit of this minimum program 
that I am talking about is backed up by an immediate and direct need 
of the Nation. The programs we are recommending involve mainly 
nonsubsidized loans and even proposed Federal outlays for public 
housing and urban renewal involve no immediate Federal expendi- 
tures. 

The funds needed later on will constitute only a small proportion of 
the needed increase in the gross national product. Neither is our pro- 

am inflationary. I would like to say a word about that particularly, 

cause this seems to have been given a great deal of emphasis by the 
Se pe to this program. en they say that this eee is 
inflationary, what do they mean? The housing we are talking about 
is in the market, it is in the market for rent or sale. It carries with it 
a price in this market, in this private market. If there is a scarcity, 
as we have experienced during the war and at other times when infla- 
tionary thrusts were upon us, if there is a scarcity, then the prices 
go up. 

The purpose of this legislation is to eliminate that scarcity, to pro- 
vide the needed housing, and once that provision is made, the pressures 
will be deflationary and not inflationary. Also, it is important to 
point out that the execution of this program itself is not going to put 
the strain on the resources of the Nation and thereby create inflationary 
— What kind of strains would there be on the resources? 
Where are the scarcities that would justify this outcry of inflation on 
that score? Is the supply of men, of materials, of the things with 
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which housing is built, short in this Nation today? No, it is in surplus. 
The men are in surplus, the brick, the structural materials, everything 
else is in surplus, and this legislation would provide the necessary 
balance for us to set the country off on a path of recovery. 

And let me say this: Unless there is prompt action by Congress in 
this session, and early action creating the kind of confidence that is 
necessary is order to create the climate for recovery, I think that we 
will be in for more trouble on the economic front. But once the 
action is taken, once expectations are established—and in the economic 

icture, of course, a great deal depends upon expectations—and it is 
ays that there is going to be support and aid to a sustained develop- 
ment of a sound housing program, I think that we will be well assured 
for a good economic upturn in the second quarter of this year, as 
early as that, some time after April. 

Therefore, I think much depends on what is going to happen in 
this, within the balanced development and without either strain on 
Government expenditures or inflationary pressures. 

Let me refer particularly in this connection to the partial revival 
of housing activity in the last 3 months which was sparked by the 
Emergency Housing Act of 1958. That has reduced unemployment 
and has been accompanied by a decrease in the price of new houses 
sold. We have evidence in the record of the small contribution the 
Emergency Housing Act of last year can make in the economic pic- 
ture, and the reduction in prices, I think, is a complete answer to 
the inflationary pressure argument. The drop in prices is a result 
of the construction of moderate priced houses, in accordance with 
the 1958 Emergency Housing Act. Still, the 1958 level was far 
below 1950, our record year. 

If we are performing below the level we have been shown to be 
able to attain back over 8 years ago, I don’t think, with the growth 
of the Nation, the growth of population, the growth of resources, that 
anybody can claim that the needed program will put an undue strain 
on our resources. 

Mr. Rats. Of course, there is no meat in the argument that the 
need is not there. The need is still there, isn’t it, Mr. Shiskin ? 

Mr. Suiskin. Well, we are basing our whole approach to this prob- 
lem on the need of families for goes shelter which they now do not 
have, and we are basing our whole approach on the fact that the 
present level of housing, mene it is up from previous levels, is 
inadequate to meet the needs, and also I think it is important to em- 
phasize now in the light of this need Congress should take into ac- 
count the fact that funds have been exhausted for several key pro- 
grams, urban renewal, veterans housing, cooperative housing, mod- 
erate cost housing, as provided in the Emergency Act of 1958, are 
exhausted. They are done. 

We expect. worsening of the situation by the second half of 1959, 
if not sooner, with the tightening of the financial market. Thus, we 
need broad-gaged legislation now merely to meet the short-term re- 
quirements, but we cannot ignore and it is important not to, the ex- 
panding housing and the development of the needs in the years just 
ahead. 

By 1970, population increase will be at least 10 million. That is 
known and it is anticipated and we have to make provision for it 
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in advance. There is no justification for our Government muddling 
through all of these problems into a crisis and having another housing 
crisis on our hands when it will be too late to meet it and will be 
subjected to even greater privation than they are subjected to now. 

So my point is, this is no time for stopgap measures and we urge 
the committee to reject the inadequate administration proposals in- 
volving a freeze in public housing, cutback in urban renewal, and 
higher interest rates. Instead, we need prompt enactment of a com- 
prehensive bill. 

We commend Congressman Rains, our good chairman, for intro- 
ducing H.R, 2357, but this bill does not include some features, many 
of which are introduced in H.R. 2385 introduced by Congressman 
Bowles, which we regard as essential for a well-rounded housing pro- 

ram. 

’ We appreciate your initiative in this, Mr. Chairman. We support 
what you are doing, but we would like you to go a step further and 
we believe that step is vital. Let me turn now to the specific recom- 
mendations we are making in our submission here. 

Let me address myself first to public housing. There is a continued 
need especially to provide homes for displaced families. There is also 
a need to provide homes for those in slums not slated for immediate 
clearance. We recommend restoration of the 1949 authorization. 
This now means about 150,000 to 200,000 units for construction at any 
time. This would permit communities to proceed at their own pace. 
We favor provisions encouraging a large measure of local autonomy 
and designed to make public housing an integral part of the com- 
munity. 

We also urge repeal of restrictive riders in past appropriations and 
other bills. On urban renewal we favor the 10-year $600 million a 
year program provided in H.R. 2385 as being the minimum needed 
to finance these projects. Now I would like to say a word about hous- 
ing for the elderly and relocation housing. The AFL-CIO has long 
recommended an effective middle-income housing program. We re- 
gret that no legislative action has been taken and no legislation in- 
troduced in this session to accomplish this very vital objective. 

In the absence of such a program we are urging long-term, low- 
interest loans to reduce housing expenses for two groups whose need 
is especially urgent. The elderly and families displaced by urban 
renewal and other public projects. The problem of the elderly will 
be met by title II of H.R. 2357, the excellent ey ope introduced by 
Congressman Rains last year and included in his ill again this year. 

We urge a similar program to finance housing for those displaced 
by urban renewal and other public projects. Existing programs for 
these two groups under the FHA do not permit charges at a level the 
elderly and displaced families can afford. Our other recommenda- 
tions include these : 

An additional $1 billion provision for Fannie Mae for the purchase 
of $13,500 and under mortgages under the FHA and VA programs. 
Improvement and expansion of cooperative housing programs along 
the lines provided in H.R. 2357, requirement of payment of prevail- 
ing wage in any housing construction involving any form of Federal 
financial assistance. 
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We particularly regret that this requirement has been omitted from 
title VII of H.R. 2357 relating to armed services housing. Other 
recommendations, Mr. Chairman, are set forth in detail in my pre- 

ared statement. I want to direct the committee’s attention to one 
item which may possibly escape attention pintiog to renegotiation of 
war housing purchased on a cooperative basis when this is necessary 
to prevent foreclosure and on that I would like to note that we under- 
stand that Congressman Brademas, of South Bend, Ind., has intro- 
duced H.R. 3452, ee the same purpose as section 705 (a) 
as S. 57, to which we have already referred in our prepared statement. 

I would therefore suggest that the committee would note in review- 
ing my presentation here that renegotiation of a mortgage involved 
in the sale of a war housing project purchased on a cooperative basis, 
whenever such modification 1s necessary to prevent the disposition of 
such occupants—H.R. 3452 just introduced by Congressman Brade- 
mas would accomplish this result. 

We endorse H.R. 3452 and urge the committee to include it in the 
overall bill which they will recommend to the House for enactment. 

I would like to say, Mr. Chairman, that in appearing here today I 
want to emphasize again the vital importance of this particular pro- 
gram and of the work of this committee on it in the context not only 
of our mene situation, but in the context of our national life. Hous- 
ing is homes, and homes are where the fabrication of the national 
strength is woven, and I think that this challenge is a challenge to 
Congress to discharge its responsibility toward the American home 
and the future of the American families, those children that are now 
growing up, that are going to be soon coming of marriageable age 
and forming families, knocking on doors, and looking for housing in 
the years ahead. 

The preparation for all of this and the meeting of the current 
critical problem must be made now. 

Thank you very much, Mr. Chairman. 

Mr. Barrett. Mr. Shishkin, I just want to ask you this question: 
Ia with you and I am for the Rains bill and as liberal as we can 
make it. This morning the Wall Street Journal indicated unless the 
President gets a very ultraconservative bill, it will be vetoed. There- 
fore, in spite of our efforts here in trying to get as liberal a bill as 
you and the people of America would like, don’t you think that we 
are wasting our time? It will never go through. 

Mr. SutsHxin. Well, Mr. Barrett, the final responsibility for this 
legislation rests with Congress and this matter is so important that I 
think under the Constitution the Congress has the responsibility to 
discharge its duty to pass this with such overwhelming support that 
no veto will block it. 

Mr. Rays. We will do our job as best we can and look to later days 
to see what happens. As you went through your summary, my mind 
went back to other years when a distinguished gentleman whose name 
I shall not call, sat in this seat that I now sit in, and he was one of the 
most brilliant members we have ever had in Congress, and he used to 
argue that the answer to inflation—these were OPA days—was pro- 

uction. 
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It is going to be a little hard to get an answer to the statement you 
make from those who claim what you propose is inflationary. 

Mr. SutsHxr1n. Absolutely. 

Mr. Rats. One point here was good news, where you said the me- 
dian price of a house dropped to $14,400. 

Mr. Seman. Mr. Chairman, those are the figures of the National 
Association of Home Builders which makes a survey of home builders 
every year to find out what is the average price of the houses they are 
selling, and those are the best figures available. The Government. 
unfortunately is not getting any such figures any more. 

Mr. Rays. I was about to ask you, Mr. Seidman where that infor- 
mation came from and what justification we have for it. You also 
say, and I agree with you, that the emergency housing bill passed by 
the Congress last year had a great deal to do with achieving the num- 
ber of housing starts which we had in the past year and, as a result, 
you would say the action of Fannie Mae and the participation of the 
mortgage market last year helped to bring down the price of houses 
in this particular range. 

Would that be a fair statement ? 

Mr. SutsHxrn, Yes, indeed. 

Mr. Serpman. And particularly also, I think, Mr. Chairman, the 
fact that the Congress specifically set the $13,500 figure in the Emer- 
gency Housing Act, was an incentive to builders to try to build the 
more moderate priced housing that. more people could afford to buy. 

Mr. Rats. We are going to have further testimony on public hous- 
ing and. urban renewal during the day. One of the things that trou- 
bles me and will trouble this committee in presenting to Congress 
public housing is the contention by the administration that there is no 
effort to use up the increments which have already been allocated. 

What do you think about that? Is the need gone or is. the need still 
there ¢ 

Mr. Sutsuxrin. I think there is evidence at every hand and also it 
comes directly from the communities and we are getting it from our 
own central bodies in cities and towns throughout the country that the 
need is there, the mayors are providing evidence of that, and I think 
there is no validity at all to the contention that the need isn’t there. 

The growth of the cities—I am working on several projects in this 
area, one deals with metropolitan area planning and I think that the 
factfinding which has been going on indicates the growth of these 
cities and the need for support in the area of redevelopment is much 
greater than it has ever been before. 

Mr. Ratrns. It is generally accepted if we use that housing only 
for the relocation of those dislocated by urban renewal and govern- 
mental action, just for that alone, it would take considerably greater 
amounts than we have been allocating or providing in the past few 
years. 

Mr. SuisHKin. Of course. 

Mr. Rains. I just picked up my hometown paper this morning and 
noticed that they had opened a 400-unit public housing project, and 
on moving in today there was more than five times as many in the 
lower-price range of eligibility than they had places to put them. 
I don’t know how it is elsewhere, but they apparently don’t have 
enough down my way. 
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Mr. Szipman. I was just going to say in response to what you said, 

Mr. Chairman, that a year ago, then Administrator Cole of the 
Housing and Home Finance Agency, presented estimates that within 
8 years of that time there would be a need for a minimum of 123,000 
housing units just to meet the needs of the families who would be 
displaced by urban renewal and other public projects. 
' Administrator Cole was usually conservative in estimating the 
needs of low-income families. If he estimated the need at 123,000 
the need was probably considerably larger and he was estimating the 
need on the basis of an urban renewal program which he hoped 
would be of much smaller proportions than the one we hope this 
Congress will authorize. 

Mr. Epe:man. We have spot surveys and summaries which we will 
present to this committee before they conclude their hearings. They 
would indicate as to the representative key cities throughout the 
country that the number of persons displaced by various types of 
projects, particularly freeways, have been considerably underesti- 
mated. I don’t think anybody knows precisely the proportion of 
these relocated families, Mr. Chairman, that are absolutely unable 
to pay for housing which would be on a completely nonsubsidized 
basis. 

In any event, if they could afford to pay for it, none is available. 
Public housing is urgently needed to make a transition in a certain 
kind of cases. However, the basic argument for public housing as 
the fundamental unmet need of a very significant proportion of fami- 
lies in any urban area still remains and although the relocation prob- 
lem lightens it and dramatizes it in terms of immediate needs, the 
existence of this basic unmet need in virtually every urban area in 
the United States still remains and I think can be demonstrated in a 
variety of ways in virtually every community in the country where 
the local officials actually look the facts in the face. 

Mr. Sripman. As Mr. Shishkin indicated, we are recommending as 
far as ‘the public housing program is concerned, that the 1949 au- 
thorization be restored for utilization at any time We make that 
recommendation because we think there is the need for at least the 
number of units still remaining from that program which we would 
estimate to be somewhere in the neighborhood of 150,000 to 200,000. 
If that were done, the decision as to how many of those units would 
be built and how soon would be left to the local communities and 
they would then be in a position to build those units at their own pace 
in accordance with what they determine to be the needs in their own 
communities. 

We would hope if the restrictions placed on the public housing 
program in the first place were removed and, second, if a much 
greater degree of local autonomy were restored to the local housing 
authorities that this would permit them to launch out on this pro- 
gram in the bold way which Congress intended when it passed the 
Housing Act of 1949. 

We have also recommended, Mr. Chairman, that a program modeled 
after the program of low-cost loans for housing for the elderly in 
your bill itr. 2357 which we, of course, endorse 100 percent, should 


also be extended to provide for the housing need of families just above 
the level of public housing eligibility who are displaced by urban re- 
newal and other public projects. 
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We think that this is a very grave need. Some of this displace- 
ment insofar as these are elderly people would be taken care of by 
your program, but for the younger families with children who are 
just above the level of public navaning, who are displaced by urban 
renewal and other public projects, unfortunately many of them seem 
to be going back into the slums, and we think that the way to meet 
this need is by a program of low-cost loans for nonprofit corporations 
for housing for relocation of such families, and we would strongly 
recommend that your committee give serious consideration to this 


= 

r. Rarns. We hope that we can reach some of those people, if 
we can get section 221 within a proper cost range and keep it really 
moving. I would hope that some of those above the median income 
for public housing, dislocated as they will be by urban renewal, that 
we could move in with the 221 program. 

Mr. Sewman. Mr. Chairman, may I just say that we certainly do 
hope that the 221 program does pick up, but I would just like to note 
that in the first place thus far it seems to have been pretty much of a 
failure in most communities and, secondly, even the 221 program 
because of the relatively high interest rate required under the FHA 
would still provide a level of rents and housing costs for many of 
these families that would be more than they could afford. 

Mr. Rarns. I will say that I am aware completely, and the com- 
mittee is, too, of that problem, Mr. Seidman. I have to be frank 
and say that all at once we have to be careful not to bite off a little 
more than we can chew in this particular bill, so we are going to give 
careful attention to your suggestion. It is a good one, but it is a big 
problem, too. You know that as well as I. 

Go ahead, Mr. Addonizio. 

Mr. Apponizi1o. I don’t have any particular questions, Mr. Chair- 
man. I find myself very much in agreement with what these gentle- 
men have said. I do want to commend them for their very fine state- 
ment and the fine contributions that they have made to the writing 
of housing legislation over the years. I have been a member of this 
committee since its very inception, and I know that these gentlemen 
have aided immeasurably in bringing forth some very fine housing 
measures. However, I just want to indicate that most every witness 
that we have had before us has said that they —— a tight money 
market this year, and I surely expect that also. Now, in view of that 
I was wondering how you felt about this Fannie Mae special assist- 
ance program. You remember last year we authorized about a billion 
dollars in that program which I think had a great deal to do with 
bringing up housing construction starts. I was wondering how you 
felt about it at this time. 

Mr. Suisxtn. Well, Mr. Addonizio, I appreciate your statement, 
and as I indicated, we would like very much to have approval of'an- 
other billion dollar authorization for that purpose, to be directed in 
the area of $13,500 and under. 

Mr. Apponizro. And this certainly would not be inflationary be- 
cause that seems to be the big controversy. 

Mr. SuisHxrn. On the contrary, I think a provision of that kind 
would meet the great pressures now on the market in that particular 
area, of moderate income families, and I think that the effect of this 
authorization would be deflationary. 
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Mr. Apponizi1o. Thank you. 

Mr. Ratns. Mr. Barrett. 

Mr. Barrett. No questions. 

Mr. Ratns. Mrs. Sullivan. 

Mrs. Sutiivan. Mr. Chairman, I am always delighted to listen to 
these three gentlemen because they have always presented very factual 
and informative statements. I have no particular questions at this 
time, Mr. Chairman. However, I would like to qualify my position 
and my statements by saying that first, I firmly ‘Holigva in the basic 
purposes and principles of the public housing program. I think the 
need is just as real today as it was when the program was conceived, 
but lately I have been highly critical of the public housing program, 
or rather of the administration of it, but I have been critical because 
I believe that by constructive criticism we can iron out many of the 
things that are wrong and many of the difficulties and faults that we 
find in the program. 

As I said before, I think the need is still great for additional pub- 
lic housing and I will continue to work just as hard as I can to pro- 
vide these units in the areas desiring them. 

The questions that I had, I believe, were answered through Mr. 
Rains’ questioning, but I do want to comment on this: Isn’t it true, 
gentlemen, that you can’t have slum clearance or highway construc- 
tion without effective low-rent public housing programs? 

Mr. SutsuKxin. Very much so, Mrs. Sullivan. I think this is one 
of the cardinal principles of the necessary approach toward this 
problem and that is to the extent that there are these programs au- 
thorized there has got to be provision for places to live for the people 
that are going to be affected and without housing, of course, thie die» 
velopment is going to hurt people, and it is going to have disastrous 
effects on families and on the structure of the community itself. 

Now, on your statement prior to that, Mrs. Sullivan, let me say that 
I appreciate very much your attitude and help in this. e are 
aware of your very fine record in regard to this legislation, and I think 
that what you have said about the criticisms, I would like to make it 
clear that we also have not been uncritical of the administration of 
this program. 

e have felt that there has been overcentralization, that there have 
been roadblocks put in the path of the local public housing authorities 
established for the purpose of the administration of this program and 
what we are urging here is that greater responsibility be placed in the 
hands of the local housing authority to lane in accordance with the 
local need on the basis of the facts as they locally developed and 
administration that would provide the exercise of that authority at a 
much more flexible and rapa pace than has been possible so far because 
of the bureaucratic structure which has been set up in this program. 

We think that remedies are needed and we hope this legislation will 
assist in that. 

Mr. Epetman. Mrs. Sullivan, could I just bring out here an illus- 
trative detail? It just happens that the incident that I am referrin 
to applies to your city. The last time I was in St. Louis I met wit: 
some members of my organization who actually were living in public 
housing projects. I went to a meeting of some of our local unions 
and I asked who among you were living in projects and what was your 
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experience? One case I thought dramatized the point that you made. 
This was of a widow with, I believe, one child who had originally lived 
in the very oldest of the public housing projects, whose name at the 
moment I can’t remember, and you know it, and she brought up her 
child and she finally achieved a foreman’s job in the plant. 

At the point that she achieved the foreman’s job the authority, the 
local authority acting on the requirement of the Federal bureaucracy 
immediately raised her rent to the point that the complete economic 
advantage she had achieved by this year of seniority and application 
were wiped out by her increased rentals. Ill-advisedly, I believe, in a 
fit of pique, she decided she would not pay this, and she would quit the 
project. This was unfair. It was manifestly unfair. However, I 
think her action was unwise and she quit the project. Despite the 
fact that her income had considerably increased, nevertheless under 
the circumstances she was not able to obtain an alternative dwelling in 
private enterprise except back in the very old slum dwelling, or close 
to it, from which she had originally moved in the early days of the 
program to the public housing project. 

This, I think, illustrates the complete unreality and lack of any hu- 
man judgment which is applied to this income ratio matter of public 
housing tenants. This kind of situation I have found to be frequent. I 
have found practically the identical case in Newark 3 months later. 

The problem, it seems to me, can only be met by giving local authori- 
ties a reasonable, a sensible, a common sense leeway in meeting prob- 
lems of this kind. 

Now, I think that you can both meet the requirements of the law 
without doing an injustice to the tenant in situations of this kind, 
and I believe, Mr. Chairman, that the opponents of public housing 
will come in and advertise and publicize a temporary vacancy ratio in 
a few projects, in a few cities in the United States. 

If investigated, I am convinced on the basis of a series of spot sur- 
veys of this kind that these vacancies in virtually every case result 
from gross maladministration forced by present inflexible and I be- 
lieve deliberately negative policies emanating from Washington in 
recent years. 

Mrs. Sutitvan. Well, I am glad to have your example of that, Mr. 
Edelman. The thing that comes to my mind, too, is the fact that now 
that the administration has taken a definite stand against any in- 
crease or any more public housing after this fiscal year, are they trying 
to kill off all programs, because as I posed the question to you gentle- 
men before, we can’t have slum clearance or highway construction with- 
out some low-cost public housing program. So by shutting it off, it 
just seems that their attitude is just sheer hypocrisy. That is all, Mr. 
Chairman. 

Mr. Rarns. Mr. Ashley. 

Mr. Asniry. Just one comment. On page 4 of your statement, 
Mr. Shishkin, you made two points; first, with respect to the fact that 
increasing housing activity has not been inflationary; and the other, 
that the median price of new homes dropped from $15,100 in 1957, to 
$14,450 in 1958. All of the builders that I have talked to in the 
Toledo-Columbus-Cleveland area have told me, with some candor, 
that they are putting out less house for more money, and have for the 
past year. 
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Would you have any comment on that, in view of the fact that the 
median price has dropped ¢ 

Mr. SuisHKkin. Well, I think that there may be some element of fact 
in that, but I think that, in general, the figures, the comparison that 
we make, particularly between 1957 and 1958, would not reflect any 
structural change substantially of that kind, and I think that the main 
thing that it demonstrates is that the revision made in the Emergency 
Housing Act of 1958 did have its effect in the second half of 1958, and 
it was reflected in the drop in the price of housing units, because the 
comparison that you make of that kind would be reflected possibly over 
a longer comparison than just 1 year to another. 

Structurally, there hasn't been that much of a change in design. 

Mr. Asuiry. I wanted to ask you, too, about your statement that 
an increase in housing activity is not inflationary. I agree with you, 
according to the classical definition of inflation, too much money chas- 


‘ing too few goods, we don’t have an inflationary situation with all of 


the building materials being in oversupply, and with 5 million un- 
employed, we certainly have a surplus of labor. But it is also true 
that you can have inflation when the money supply increases in a year’s 
time more than the amount necessary to keep our economy on a stable 


evel. 


Mr. SuisHKin. Well, you said that the money supply increases fas- 
ter than what ? 

Mr. Asutiry. In the amount necessary to keep our economy on a 
stable level. 

Mr. Suisukrn. Well, my whole point is that the amount necessary 
to keep the economy on a stable level is dictated by expanding pro- 
ductivity, and therefore if the amount of money available is in pro- 
portion to the expanding growth of this country—I have cited the 
population figures—we have population.growth, we have growth of 
our cities, we have growth of activities, our people are on the move, 
they are active, there is increased activity, there are new products, new 
developments coming in, there is much more of this activity. And I 
think that the amount of money that is in proportion to that increased 


activity would certain not be inflationary. 


Mr. Asner. But all I am asking you is: There could be a point at 
which there would be too much money, too much of an increase in the 
money supply, in which case this would be an inflationary situation. 
All I am saying is, while it is true that we don’t have an inflationary 
situation according to the classical definition, which is what you 
enn out in your statement, it is true, nevertheless, that you can 
if inflation if you do have an oversupply of money in a given period 
of time. 

Mr. Suisuxrn. It would be true. You could have that. But it 
seems to me that at the present time, with over 4 million workers 
out of work, and with the kind of day-to-day record of the economic 
behavior in which we are not faced with a full assurance of stable 
and steady recovery in the immediate future, that our concern now 
should be primarily in assuring that the growth and assuring that 
recovery, rather than in worry about the theoretical point of the pos- 
sibility of the money supply being larger than the activities generated. 

Let’s generate that activity aiid let’s do it with the help of this bill. 


Mr. Apponizi1o. Will the gentleman yield there for a question ? 
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Mr. Asuuxy. Yes. 

Mr. Apvponizio. Isn’t it true, Mr. Shishkin, that these price rises 
that have been brought about have been in those monopolistic indus- 
tries, rather than the ones in a competitive field ? 

Mr. SuisHK1N. I think that is very true, Mr. Addonizio. 

Mr. Apponizio. Thank you. 

Mr. Asuuey. One final question, then, speaking of the general prob- 
lem, the supply of money; what is the present situation with respect to 
the investment of union welfare funds in home mortgages ? 

Mr. Suisuxrn. Well, there has been quite a good deal of activity 
in that. These are not union funds. What you are referring to are 
largely pension funds that are union negotiated, in which the nego- 
tiations are initiated by the union, they are administered by trustees, 
Sometimes they are jointly administered by management and the 
union. Sometimes they are administered by management alone, even 
though they might be negotiated by the union. Sometimes they are 
administered by the union alone. 

Mr. Asuury. Do you know how many billions of dollars of these 
pension funds are tide up in mortgages at the present time, or how 
much money, if any ? 

Mr. SuisuHKin. No, I cannot give you a specific answer on that. I 
know there is a substantial amount of that. The total amount of 
pension funds negotiated under these collective bargaining agree- 
a between unions and management is today in excess of $26 

illion. 

Mr. Asuizy. That is the total quantity ? 

Mr. Suisuxrn. Yes. I know a large proportion is invested in 
housing, but what proportion I couldn’t tell you. 

Mr, Asutey. I would be very much interested in that. If you 
would have a means of getting an approximation, I think that might 
be of value. 

Mr. SuisuxKin. Well, we can give you an approximation, but in 
order to have a factual evaluation of this it would require a fairl 
long-term study, and we are very much concerned about having ee | 
a study undertaken. 

Mr, Asutxry. Can you tell me whether the AFL-CIO is interested 
in going further in this direction? 

Mr. SHisHKIN. Very much so. We have been, as a matter of fact, 
by action of the AFL-CIO, urging our unions to have the pension 
funds which have been negotiated by unions to be invested in housing. 

Mr. Sempman. While I wouldn’t call this a mushrooming or snow- 
balling movement, Mr, Ashley, it is our impression that there is a defi- 
nite gradual movement on the part of unions, insofar as they can 
influence these decisions, to encourage investment of some of these 
pension funds in mortgagee of various types. Some of them are 
sponsoring cooperative housing projects, as you know. Others are 
investing in ordinary FHA ne i VA mortgages. And while some 
unions have gone further into this field than others, I would say that 
there is a gradual movement in this direction. But it is very diffi- 
cult for us, because these decisions are made in some cases by local 
unions and by the various international unions. It is very difficult 
for us to keep up with this movement in a statistical sense. 
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Mr. Asutey. I think it is important enough, whenever you have a 
possibility of a $26 billion fund, any part of which can be directed 
to the particular sector of the economy, I think it is important 
enough—it certainly is for the purposes of this subcommittee—that 
we naturally would be sntarsisbell in how much of that is available or 
how much has been made available. 

Mr. Sutsukry. Well, I agree very much, Mr. Ashley, but as Mr. 
Seidman pointed out, these are decisions made at a local level, and 
they are not made by the unions themselves. They are made by the 
representatives of the unions and the boards of trustees. 

r. Asuiey. These local unions belong to an international, though. 
Don’t they have any way of finding this out ? 

Mr. SuisuxKin. Yes, but I am pointing out the administration of 
the pension fund is vested in a board of trustees. If it is a joint pen- 
sion fund administered by management and the union, there are so 
many trustees from the union and so many from the management. 
These trustees are designated by the union, but they make their own 
decisions in their own meetings, and the union has no control over 
their decisions. So we can only urge, and we have urged, and as you 
know we have urged successfully, because there has been quite a con- 
siderable development of union-sponsored cooperative projects, par- 
ticularly, and many of these now are models of the kind of open occu- 
pancy middle-income housing in different parts of the country that we 
are looking for. 

Mr. Asuury. Are there any legal pans that you know of 
barring the investment of pension funds in FHA or other home 
mortgages? 

Mr. SuisHKrn. There may be in some States, but as far as I know 
there hasn’t been any substantial bar to this. 

Mr. Asuury. In other words, these pension trusts are not set up as 
the trust departments of a bank, where there are only certain limited 
investments that are allowable? 

Mr. Sutsuxtn. No, but in different States the regulation of these 
funds may fall under the insurance laws of the particular States or 
other State enactments, and there is a measure of regulation there, and 
there are some standards that have to be met by the trustees in each 
case. 

Mr. Asuury. That is all, Mr. Chairman. 

Thank you, sir. 

Mr. Ratrns. Mr. Miller. 

Mr. Mriter. Mr. Chairman, some witnesses in the past have ex- 
hibited a great deal of interest in the interest rate. In fact, some of 
them have indicated that this is the most important matter for this 
subcommittee. In fact, Mr. Wellman yesterday, in commenting on 
it, said that the interest rate is going to either be determined in the 
marketplace or it is going to be determined by somebody, and he 
indicated that the Government might be that somebody. 

Is it the opinion of the AFL-CIO that today, even if the interest 
rate were turned loose, that there would be competition in the money 
market, or to paraphrase, other industries, might there be an adminis- 
tered price in the money market, as well as in steel and other markets? 
What is the position of the AFL-CIO in regard to this very impor- 
tant matter, Mr. Shishkin ? 
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Mr. SuisHxrin. Well, it seems to me that the crucial fact in this 
situation is the interest rate, when it reaches a higher level, drains 
the housing market, because of inability of people to meet that higher 
interest rate to the extent that that higher interest rate increases the 
monthly payment costs, but I think that it is important to bear in 
mind in this connection that as far as the overall situation is con- 
cerned, the interest. rate itself has been operative in a market in which 
housing is a prime investment, it is an attractive investment. 

Therefore, it has greater attraction for the money than even the 
ecrs of investment where it might bring lower return, and therefore 

think that it has got to be realistically appraised in the face of the 
a that housing has been deemed proper, and the record shows 
that—— 

Mr. Mitixr. To clarify that for me, there may be greater competi- 
tion for money in the housing market, but behind that the interest 
rate in other fields may not be so competitive; is that the point? 

Mr. Suisuxin. Well, the point that I am trying to make, Mr. 
Miller, is this: As far as any pressure to increase the interest rate in 
order to attract money into the housing market, I don’t think at this 
time that is necessary or justifiable, because the market itself is at- 
tractive enough to bring the money in. 

The important thing is that the demand for that money will be cut 
off if the interest rate goes too high, simply because the volume of the 
demand for that investment will be cut down by the inability of the 
people to meet the monthly charges resulting from the higher interest 
rate. 

Mr. Mitierr. Mr. Wellman also said yesterday that increasing pro- 
duction would have the effect of decreasing the interest rate. Would 
that be in accord with the position of the AFL? 

Mr. Suisukin. I would say the money supply depends on the pro- 
ductive capacity, but in the final analysis it depends on the purchasing 
power of the people. That purchasing power is derived from a fully 
employed, fully productive economy. To the extent we sustain that 
high production and high employment, I think the source of the in- 
vestment supply will come. 

Mr. Miter. What is the answer of the AFL to the witnesses who 
have been appearing before this subcommittee and testifying by one 
manner or another we must introduce greater flexibility to the interest 
rate of money ? 

Mr. Sutsuxin. First, I would like to say, as I have read the record 
of what has been said, by the word “flexibility” that has been used 
in that connection, the only kind of flexibility they want is flexibility 
up. We want flexibility that goes both ways. I think that the neces- 
sities of the situation makes it important to prevent the great pres- 
sures that have been exerted to push the interest rates up from pricing 
housing out. of the market and pricing housing out of the hands of 
people who need it. 

Mr. Mitirr. What is your direct answer then, what do you think 
should happen to the interest rate? 

Mr. SuisuHKin. What is the direct answer 

Mr. Mizier. To the witnesses who have been appearing here and 
saying that there should be more flexibility, what do you feel should 
be the policy of this committee and of Congress ? 
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Mr. SuisHK1n. Well, I would like to ask them what they mean by 
flexibility. If they mean increases in the interest rates, I would say 
no, we don’t want increases in interest rates, because that would hurt 
the people who need housing; but if they do mean flexibility that 
works both ways, I would like to have that explored with them. 

Mr. Seman. I would just like to point out 

Mr. Rarns. Gentlemen, I must say that we are about to run over- 
time and we have three more witnesses, and we have kept you too 
long, very frankly. We appreciate your coming and you have made 
excellent witnesses, indeed. I don’t want to cut you off, but we are 
really running behind. 

Thank wteony ni 

Mr. SuisuKin. Thank you, Mr. Chairman, I appreciate very much 
your courtesy, attention, and help in this very vital field. 

Mr. Rains. We appreciate your testimony very much. 

(The full statement of Mr. Shishkin is as follows:) 





STATEMENT BY Boris SHISHKIN, SECRETARY, Houstna COMMITTEE, AMERICAN 
FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS, ON PRO- 
POSALS FOR HOUSING LEGISLATION 


I appreciate the opportunity to appear before your committee to state the 
recommendations of the American Federation of Labor and Congress of Industrial 
Organizations with respect to the proposals for housing legislation you are now 
eonsidering. 

At the very start, I want to express to the members of this committee the 
appreciation of the trade union movement for directing your attention in the 
opening days of this session of Congress to the urgent housing needs of our Nation. 
It is most regrettable that diehard reactionary elements succeeded in preventing 
enactment of an omnibus housing bill in the past session of Congress. This time 
lost makes it all the more necessary for the Congress to enact comprehensive, 
forward-looking housing legislation at the earliest possible moment. This 
was the unanimous view of the AFL-CIO executive council at its most recent 
meeting when it stated: “We consider the enactment of a comprehensive housing 
bill to be the urgent special order of business of the next Congress.” The full 
text of the executive council’s resolution is presented at the conclusion of this 
statement. 

The Members of this 86th Congress are faced with a tremendous challenge at 
a critical time in our Nation’s history. That challenge is to mobilize the capaci- 
ties and the genius of the people of the United States for the task of building 
a stronger, a greater, and a more prosperous America. 

Action on the housing legislation your committee is now considering will 
provide the first evidence of whether the Congress is prepared to meet this 
challenge. More than any single factor, it is the character and scope of our 
national effort to assure the availability of good homes for American families 
that will determine the future growth of the American economy and the future 
welfare of the American people. 

For the past 6 years, the national administration has been trying to muddle 
through the national housing problem. But muddling through has brought 
us only stagnation, when what we want is growth. Timidity must give way 
to oe half measures must be replaced with boldness, imagination, and 
vision. 

The AFL-CIO calls for prompt enactment of forward-looking, comprehensive, 
housing legislation. In doing so, we speak not as a special-interest pressure 
group but for the millions of American families who need good, livable homes 
within their means. 

The proposals for housing legislation the AFL-CIO is recommending for 
enactment this year constitute, in our judgment, the minimum that will assure 
even reasonably satisfactory progress toward meeting the Nation’s housing 
requirements. If the Congress were to enact a bill that fell far short of the 
Standards we are suggesting, continuing inadequacies of housing and redevel- 
Opment programs would serve to hinder the Nation’s economic expansion. 
America simply cannot afford such restrictions on our economic growth at this 
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critical hour when the people of other nations are weighing the capacity of our 
economy to expand against the already demonstrated forward thrust of the 
Soviet economy. 

We ask that the members of this committee bear in mind that 13 million 
American families are still forced to live in substandard dwellings, that urban 
blight is spreading at a far more rapid rate than urban redevelopment and 
that the planless mushrooming of suburbia is thwarting the solution of the 
most urgent problems of our metropolitan areas today and, as the result of 
neglect, creating vast areas of new slums for tomorow. In the face of these 
appalling deficiencies in the Nation’s housing situation, a complacent attitude 
toward America’s unmet housing needs simply cannot be countenanced. 


HOUSING AND URBAN REDEVELOPMENT NOT INFLATIONARY 


There can be no justification for postponing any longer a comprehensive 
attack on America’s housing and redevelopment problems. Those who would 
limit this year’s legislation to timorous piecemeal measures because of an 
alleged concern to balance the budget or prevent inflation are simply advancing 
new rationalizations for further postponement of effective programs to meet 
the Nation’s housing and redevelopment requirements. 

I can assure the members of this committee that the AFL-CIO does not advo- 
cate excessive or unnecessary expenditures, but neither do we endorse the 
fallacious accounting of economic retrogression and social degradation. 

We stress the fact that the housing and redevelopment programs we are rec- 
ommending would require only a small amount of nonreimbursable outlays by 
the Federal Government. Indeed, this is true of all of the social programs 
the AFL-CIO will recommend for enactment by this Congress. Our housing 
and redevelopment proposals involve mainly nonsubsidized loans. While we 
do recommend Federal outlays for public housing and urban renewal, our pro- 
posals involve no immediate Federal expenditures. When funds for these 
activities are expended, they will constitute only a very small proportion of 
the amount by which the national output should and must expand each year 
to assure that our Nation will have an expanding and prosperous economy. 

It is also argued that a comprehensive program of housing and urban redevel- 
opment would necessarily be inflationary. This argument is completely without 
substance and without merit. 

Consider the evidence. 

In recent months, housing activity has expanded somewhat from previous low 
levels. This recent spurt in housing construction activity has been mainly 
sparked by the enactment of the Emergency Housing Act of 1958 in which the 
chairman and the members of this committee played so large a role. 

This partial revival of housing construction activity has helped to reduce 
unemployment among building and construction workers and has proved to be 
a powerful factor at a critical time in helping to check the recession and stimulate 
overall economic recovery. Moreover, this increase in housing activity has 
not been inflationary. On the contrary, the stepped-up rate of homebuilding 
has been accomplished by a decrease in the price of new houses sold. The 
National Association of Homebuilders stated that the median price of new 
homes dropped from $15,100 in 1957 to $14,450 in 1958. This drop in sales prices 
of new homes is largely the result of the wise decision of the Congress in the 
Emergency Housing Act of 1958 to encourage construction of moderate-priced 
housing. 

Despite the pickup in housing construction, our housing performance is still 
lagging far behind the need. Indeed, the level of homebuilding in 1958, although 
somewhat higher than in 1957, was still far below that of 1950. Yet, there are 
those who would tell us, in 1959, after 8 years of national, community, and 
population growth, that to bring housing activity in step with the progress of 
the American economy and the growth of our population would be inflationary. 

Would such a program be inflationary because it would put an undue strain 
on our resources? Of course not. There are no shortages of men or materials 
needed to carry it out. Both are in oversupply. In fact, both will continue in 
surplus, unless such a program is put into effect. 

It is fair to ask—which sector of the economy would be pressed by the enact- 
ment of such a program? Steel? Brick? Lumber? Glass? Evidence across 
the face of our economy is that our capacities are enormously greater than such 
utilization as might result from the enactment of a sound and dynamic housing 
and redevelopment program. 
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IMMEDIATE REQUIREMENTS AND LONG-TERM GOALS 


The immediate fact this committee faces is that funds for such important 
existing programs as urban renewal, veterans housing, and cooperative housing, 
as well as the moderate-cost housing program authorized last year have been 
completely or virtually exhausted, while construction under the much buffeted 
low-rent public housing program has all but ceased. This means that some of 
our most worthwhile activities in housing and redevelopment are grinding to a 
halt. Even worse, all signs point to a new tightening of the financial market 
and a consequent contraction of housing activity by the second half of 1959, 
if not sooner. Thus, even if only short-term requirements are considered, the 
Congress should enact broad-gaged housing legislation at the earliest possible 
moment. 

But we cannot ignore the Nation’s rapidly mounting housing needs in the years 
just ahead. Our population, now more than 175 million, will rise to 210 million 
or more by 1970. We will need vast amounts of new housing and comprehen- 
sive urban redevelopment and metropolitan planning to meet the housing require- 
ments of our rapidly expanding population and to replace the more than 13 
million substandard houses in which American families are still forced to live. 

I know that the members of this committee are fully cognizant of these prob- 
lems. Over the years, this committee has done much to arouse the interest and 
concern of the entire Nation in the importance of good housing for the welfare 
of all Americans, I am sure therefore that your committee will not content 
itself with interim stopgap measures at this time. We also urge the committee 
to reject the thoroughly inadequate proposals advanced by the administration. 
Its recommendations for a freeze on additional public housing authorizations, a 
eutback in urban renewal and higher interest rates indicate a complete insensi- 
tivity to both the housing needs and the overall economic and social requirements 
of the Nation. 

We urge instead that this committ°e recommend to the Congress enactment 
of a comprehensive dynamic housing and redevelopment program fully measuring 
up to the needs and aspirations of the American people. We commend the chair- 
man of this subcommittee, Congressman Rains, for introducing H.R. 2357. This 
bill contains many worthwhile provisions which could make an important contri- 
bution to a comprehensive housing program. Nevertheless, H.R. 2357 does not 
include some features, many of which are incorporated in H.R. 2385, introduced 
by Congressman Bowles, which are essential to a well-rounded housing program. 

I turn now to our specific recommendations. 


PUBLIC HOUSING 


Title VI of H.R. 2357 and title 1V of H.R. 2385 both deal with public housing. 
In some respects, the bills are similar or identical with respect to public housing, 
containing many provisions designed to make public housing an integral part of 
the community and to encourage a large measure of local autonomy and greater 
efficiency in the administration of the program. We urge enactment of all pro- 
visions aimed at this most worthwhile objective if the badly needed public housing 
program is to be revived and expanded to meet the urgent needs of low-income 
families. 

With respect to those features in the two bills which are not the same, we 
urge enactment of those in H.R. 2385. 

Perhaps the most important difference between the two bills is in the number 
of units authorized for construction. H.R. 2357 authorizes construction of 35,000 
units annually. Instead of authorizing construction of a specific number of units 
each year, H.R. 2385 would restore the authorization for construction of public 
housing provided in the Housing Act of 1949 without time limitation. In effect, 
this would make available a total of 150,000 to 200,000 units for construction at 
any time. Within this overall limitation, communities could proceed with public 
housing construction programs in whatever volume and at whatever speed would 
be most appropriate to their own capacities and capabilities. 

We strongly support the authorization in H.R. 2385. Even restoration of the 
1949 authorization is not likely to be sufficient to provide housing for the large 
number of low-income families who will be displaced from their homes by urban 
renewal, highway and other government programs, not to speak of the additional 
thousands of low-income families whose dwellings, no matter how inadequate, 
are not slated for clearance within the next few years. ‘ 





326 HOUSING ACT OF 1959 


In addition, we favor enactment of all provisions in H.R. 2357 and H.R. 2385 
intended to remove restrictions in the public housing program established by 
various appropriations and other acts enacted since the basic program was 
launched in 1949. 

URBAN RENEWAL 


H.R. 2357 authorizes a 3-year urban renewal program with an annual capital 
grant authorization of $500 million, which amount could be increased by $100 
million in any one year. 

H.R. 2385 would authorize $600 million a year for 10 years with provision for 
increase by $150 million in any one year at the discretion of the President. 

We are convinced that the urgent need of the cities for funds to finance urban 
renewal projects clearly warrants the authorization contained in H.R. 2385, 
As far as the size of the authorization is concerned, the cities have amply 
demonstrated that urgent minimum redevelopment needs require at least $600 
million a year and as the program develops, undoubtedly a considerably larger 
amount. Moreover, since urban redevelopment necessarily involves long-term 
planning, it is most important that the communities be assured well in advance 
of the amount of funds that will be available. Since H.R. 2385 provides more 
adequate funds for a longer time period than H.R. 2357, we urge the committee 
to recommend enactment of the urban renewal authorization provided in H.R. 
2385. 

HOUSING FOR THE ELDERLY AND RELOCATION HOUSING 


For nearly a decade, the AFL-CIO, supported by other organizations impressed 
with the necessity of meeting the Nation’s total housing requirements, has urged 
enactment of an effective program to make good homes available to workers 
and other middle-income families at costs they can afford. We are still fully 
convinced of the need for an effective middle-income housing program and regret 
that no legislation to accomplish this objective has been introduced thus far. 

In the absence of such a middle-income housing program, however, we welcome 
the introduction of title II of H.R. 2357 which would make moderate-cost 
housing available to elderly couples and individuals. We also urge a similar 
program to provide for relocation housing for persons or families displaced 
by urban renewal, highway, and other public projects. 

Housing for the elderly—The present program of housing for the elderly 
which is administered in the FHA 207 rental housing setup was established 
in the Housing Act of 1956. With present financing terms, an effective interest 
rate of 5 percent (4% percent plus % percent insurance premium) and 40-year 
amortization, the achievable rents are too high for most elderly couples and 
individuals. In the 3 years the program has been in existence, there have 
been applications for only 32 projects with a total of 4,500 units. Only 1 project 
with 140 units has actually been completed and occupied. It is thus clear 
that the present program has been virtually a complete failure. 

We wish to commend the chairman of this subcommittee for his pioneering 
efforts to establish an effective program geared to the housing needs and 
financial resources of the elderly. We endorsed his proposal last year and urged 
its adoption, and we now wish to reiterate our support for that program. We 
therefore urge enactment of the program for the elderly provided in title II of 
H.R. 2357. Specifically, the Housing and Home Finance Administrator should 
be authorized to make low-interest (college housing rate), long-term (up to 
50 years) loans to nonprofit corporations for construction of housing for the 
elderly. At least $200 million should be provided for this purpose. Although 
no subsidy is involved since the rate of interest is tied to the cost of money 
to the Government, the achievable rents would be about $15 a month less 
than is possible under the present program of FHA elderly housing. This 
would make it possible for a much larger proportion of elderly couples and 
individuals to obtain housing they can afford. 

Relocation housing.—It has become unmistakably clear that the success of the 
entire urban renewal program is threatened by the lack of decent housing 
within their means for those displaced by urban renewal or other public projects. 
Many of these families, whose incomes are just above the level of eligibility 
for public housing, have been forced back into the slums because they have been 
unable to find adequate alternative housing within their means, Except in 
a very few locations, the so-called FHA 221 relocation housing program has 
utterly failed to meet this need. 
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To meet this need, we urge authorization for low-interest, long-term loans to 
private nonprofit corporations for construction of relocation housing and related 
facilities for displaced families or persons of low or moderate income. The 
direct loan program we are proposing is modeled after the very successful college 
housing program and the excellent program for, housing for the elderly already 
included in H.R, 2357. 

Such a program would make it possible for displaced families to obtain decent 
housing involving a considerably lesser expense than under the FHA 221 pro- 
gram. For example, on a unit involving a $10,000 mortgage, the financing avail- 
able under FHA 221 (5% percent, 40 years) would require a $1,200 higher 
annual income for a family than the financing which would be available under 
our proposal (about 3 percent, 50 years). We strongly favor therefore inclusion 
in the omnibus housing bill of an authorization of at least $250 million for direct 
loans for relocation housing. 


MODERATE-COST HOUSING 


As I ‘have already stated, the Emergency Housing Act of 1958 which made 
available $1 billion to FNMA for purchase of FHA and VA mortgages of 
$13,500 and under has been largely responsible for recent expansion of housing 
activity. Unfortunately, however, last year’s authorization has now been ex- 
hausted. Both H.R. 2357 and H.R. 2385 provide an additional $500 million 
for this purpose. We believe a greater amount is needed to help forestall the 
threatened decline in housing construction later in the year and to encourage 
construction of moderate-cost housing. We therefore recommend that the Con- 
gress authorize an additional $1 billicn to support moderate-price housing under 
the FHA and VA programs. 

COOPERATIVE HOUSING 


H.R. 2357 contains a number of provisions relating to cooperative housing 
aimed at bringing the cooperative housing program to maximum effectiveness. 
The following are the major steps needed to improve and expand the cooperative 
housing program: 

1. Require that FNMA purchase FHA 213 mortgages at par. 

2. Provide for establishing downpayments, cost limitations and other financial 
terms for FHA 213 on a par with those in the FHA 203 and 207 programs. 

8. Authorize an additional $150 million for FNMA advance commitments on 
FHA 213 mortgages earmarked for consumer cooperatives. 

4. Authorize inclusion in the mortgage amount on all projects under the 
cooperative program, community and commercial facilities now possible only 
under the management-type program, 

5. Authorize inclusion of a regular 2 percent working capital fund in the 
total amount of the mortgage in order to strengthen the financial structure and 
soundness of cooperative housing projects. 

6. If additional funds are authorized for FNMA purchase of moderate-cost 
housing mortgages, this program should be extended to cooperative housing.. 

7. Authorize use of mortgage insurance under FHA 213 for acquisition by 
residents of existing housing on a cooperative basis. 

8. Make cooperative housing mortgages on property in urban renewal areas 
eligible under FNMA’s special assistance program. 


OTHER RECOMMENDATIONS 


In addition to the above proposals, we regard the following recommendations 
as important for a well-rounded housing program : 
1. The requirement that FNMA purchase mortgages under its special assist- 


‘ance program at par should be restored as provided in section 303 of H.R. 2357. 


2. We urge protection of homeowners against foreclosure in the event of 
temporary unemployment, illness, or other emergencies as is provided in title IX 
of H.R. 2357. 

8. We recommend enactment of title VIII of H. R. 2385 amending title V of 
the Housing Act of 1949 relating to farm housing, to accomplish the following 
objectives : 

(a) Expand coverage to assure benefits to all types of farm labor. 

(b) Investigation of farm housing needs. 

(c) Expand coverage to smaller farms and those not producing crops in 
a particular year. 
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(d@) Remove requirements that the farmer must be unable to secure credit 
from other sources. 
(e) Reduce loan rate from 4 to3 percent. 

4. Payment of prevailing wage should be required in any housing construction 
involving any type of Federal financial assistance, including grants, loans, 
guarantees and insurance. This is a principle of deep concern to the trade 
union movement and therefore we particularly regret that this requirement 
has been omitted from title VII of H.R. 2357 relating to armed services housing. 

5. We urge inclusion in the omnibus bill a provision to authorize the Housing 
and Home Finance Administrator to renegotiate a mortgage involved in the 
sales of a war housing project purchased by occupants on a mutual or coopera- 
tive basis whenever such modifications may be necessary to enable the occupants 
of such a project to obtain possession and whenever this result can be achieved 
without undue sacrifice in the interest of the Federal Government. Although 
there was no such provision in the House version of the housing bill considered 
last year, it was included in S. 4085 as passed by the Senate and is also incor- 
porated as section 705(a) in S. 57 presently under consideration in the Senate. 

6. There should be Federal action to assure the opportunity to obtain adequate 
housing to all families without regard to race, color, creed or national origin. 

7. Adequate funds should be provided for housing research and professional 
training in housing and planning. 

On behalf of the AFL-CIO, I request the members of this committee to accord 
these recommendations their earnest and sympathetic consideration. Enact- 
ment of these proposals would provide the basis for a comprehensive housing and 
redevelopment housing program which is urgently needed at this time and 
critically vital to the Nation’s long-term growth, prosperity and welfare. 


STATEMENT BY THE AFL-CIO ExXEcuTIVE CoUNCIL ON HOUSING 


The failure of the last Congress to enact a decent housing bill has placed 
in jeopardy the immediate future of housing in America. 

We look to the newly elected 86th Congress for the enactment of a compre- 
hensive housing bill that will make up for this failure and will measure up 
to the mounting need for good housing which is now beyond the financial reach 
of most American families. 

The present critical situation demands that the next Congress enact into law 
a total housing program, enabling local communities to go ahead with the 
urgent task of programing the necessary projects for the needed middle-income 
and low-income housing, along with the related work of slum clearance, urban 
redevelopment and improvement of community facilities. 

Congress should reject all attempts to fragment the overall housing program 
into splinter enactments or to substitute fractional emergency measures for it. 

Instead, Congress should enact without delay a comprehensive housing bill. 
This bill should include adequate provision, without subsidies, for the moderate- 
income families, whose incomes are too high for eligibility for publicly aided 
housing, but too low to afford the homes available in the present market. Co- 
operative housing is a particularly effective means of bringing good homes within 
the financial reach of moderate-income families. 

The keystone of the enactment should be the extension of the time-tested 
public housing program, making good homes available to low-income families 
at costs they can afford. 

Encouragement and adequate aid should also be extended to local communi- 
ties in the related task of slum clearance and urban redevelopment. 

Continuation of the college housing program and of the FHA should also 
be assured. 

Discrimination and segregation in housing because of race, creed, color or 
national origin, are contrary to the democratic way of life and should be elimi- 
nated as quickly as possible. To this end standards should be established, requir- 
ing that all housing built with the aid of Federal funds or credit or any other 
form of financial assistance or guarantee, should be made available to minority 
families on an equal basis with all other families. 

We consider the enactment of such a comprehensive housing bill to be the 
urgent special order of business of the next Congress. 

We call on all our affiliates to give their full support to labor’s drive for 
the enactment of a comprehensive, sound housing bill by. Congress in 1959. 
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TESTIMONY SUPPORTING THE POSITION TAKEN BY THE AFL-CIO Hovusine Com- 
MITTEE BEFORE THE HOUSE COMMITTEE ON BANKING AND CURRENCY COMMITTEE 
ON FEBRUARY 2, 1959 


(Submitted by John W. Edelman, on behalf of the AFL-CIO housing committee) 


Several city and county AFL-CIO councils in various parts of the United 
States have requested that we file on their behalf brief statements specifically 
endorsing and supporting the formal overall position taken by the national 
representatives before this committee. 


STATEMENT OF PHILADELPHIA INDUSTRIAL UNION CouNncimL, AFL-CIO, 
PHILADELPHIA, Pa. 


By Joseph T. Kelley, president 


Because of the failure of Congress last year to enact any housing legislation, 
Philadelphia, like many other cities throughout the country, has been hurt by 
the slowing down of its housing and its neighborhood improvement activities. 
Undoubtedly it is part of the reason high unemployment is still a grave concern 
in the Philadephia metropolitan area. It is essential, therefore, that Congress 
enact promptly comprehensive housing legislation with sufficient funds to do a 
long overdue job. 

1. Since Philadelphia is an old city its needs are tremendous. In urban 
renewal and slum clearance alone the city government could and should 
use some $150 million of Federal grants in the next 6 years. Philadelphia 
city government schedules its capital improvement program on a 6-year 
basis and is prepared to provide the local participation in order to qualify 
for such Federal funds. If these funds are made available to Philadelphia, 
not only will slums be cleared, but older and still desirable neighborhoods 
will be saved. In addition, land will be set aside for industry displaced 
by highways and other public improvements. In this way our union mem- 
bers, who might otherwise be hurt by such dislocation, can have the hard- 
ship minimized. The city estimates that because of its public improvement 
program, some 2,000 families will be dislocated each year. This is all the 
more reason why the Industrial Union Council supports a continued public 
housing program. 

There are some 5,000 now on the eligible list for public housing who can- 
not be placed. Our members frequently call on us to inquire about public 
housing because they have to wait for extensive periods to be accepted. We 
support, therefore, legislation which will significantly increase the building 
of more public housing. The highway improvement program, among others, 
is causing as much difficulty for families whose incomes make them ineligible 
for public housing. We strongly believe that a new program is necessary to 
take care of our middle income families from which the bulk of our union 
membership comes. Private new housing, even with FHA financing, is very 
often too expensive for this group. We believe it is necessary to have the 
Government make available direct loans at very low interest rates in order 
to satisfy this great unmet need. 

2. There are many benefits to our lower income families and to the com- 
munity as a whole from these programs. One of the major gains is oppor- 
tunity for increased employment, particularly through private enterprise. 
If our economy is to be kept healthy construction must be at a high peak, 
particularly housing. Shelter construction stimulates business opportunities 
in other industries. The labor movement in Philadelphia is most concerned 
with the welfare of our less privileged citizens. Until we can wipe out our 
slums it will always be difficult to get at problems of disease, crime, and 
family relations. We recognize too, that better housing and slum clearance 
strengthens the city’s tax base. All of these benefits, flowing from a sound 
urban renewal program, are helpful to labor. 

8. In addition to the major legislative objectives, we believe it is important 
to strengthen the procedures in the Federal programs. Of great importance 
is the need to increase the relocation payments so that families forced to 
move can obtain equivalent shelter. At the present time policy of compen- 
sation for properties on the principle of fair market values does produce 
hardship. The private housing industry in the country has not been able 
to meet the needs of many families who would ordinarily not have a prob- 
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lem if they could remain where they are. Until such time as housing prices 
come down, the Government must take the responsibility of providing suffi- 
cient payments to enable decent relocation. It seems to us that operating 
procedure in between the slum clearance and public housing programs is 
necessary. It takes 2 or more years between the start of many projects and 
their completion. We support those legislative measures which will place 
greater responsibility on the local government agencies and which will in- 
crease the pace of the program. 
Philadelphia labor movement has prepared a community effort to improve 
Philadelphia through better shelter. We believe it is essential that Federal pro- 
grams be continued and improved at a far higher level than previously enacted. 


STATEMENT OF BALTIMORE CouNciIL OF AFL-CIO Unions, BAttimore, Mp. 


(By Edward Johns, president) 


On behalf of the roughly 110,000 organized workers in the city of Baltimore 
and vicinity, we wish to very forcefully and earnestly endorse and support the 
testimony offered by the AFL-CIO housing committee on January 30, 

We wish the Members of Congress to understand that we strongly urge a much 
larger and broader housing and urban redevelopment program, not merely be- 
eause this is sound and essential national policy, but because we in Baltimore 
need this legislation. 

As citizens of Baltimore, we are acutley aware of the need for a really ade- 
quate and bold program of slum clearance and urban redevelopment. We, in the 
trade-union movement, actually support the excellent start on such a program 
that has been made by the Baltimore Urban Renewal and Housing Agency and 
the Housing Authority of Baltimore City. The quick summary of the immediate 
needs for Federal assistance for those programs given by the mayor of Baltimore, 
Thomas d’Alesandro, before the Housing Subcommittee of the House Committee 
on Banking and Currency last week was quite moderate, and in our considered 
judgment, a minimum estimate of what the community needs and must have. 

From our personal knowledge and firsthand contact with the housing situa- 
tion in Baltimore, we can testify that these very pithy sentences from the 1957 
annual report of the Baltimore Urban Renewal and Housing Agency contains 
a clear and very accurate picture of where we stand. 

“The housing census of 1950 had recorded 55,000 substandard houses in the 
city of Baltimore. Six years later—with a slum-clearance program going full 
blast—this figure was unchanged. 

“Only one conclusion was possible. New areas of blight had been developing 
at exactly the same pace that old areas had been eliminated. 

“But there was more. In addition to the 55,000 structurally substandard 
houses, there were additional 8,500 that were substandard because of their 
environment. And a glimpse into the future was even less assuring. Basing 
their forecasts on the conditions that produce property decline, economists and 
statisticians predicted that 78,000 additional houses would need some type of 
protection within the next 20 years. 

“In addition to all this, the deterioration of downtown Baltimore was ap- 
parent to even the unofficial eye. Property values were declining, tax revenues 
were dwindling, businesses were dispersing, and empty shop windows lent a 
spectral air to formerly busy streets. 

“Obviously, the time had come for courage—the particular kind of courage 
necessary to recognize the limitations of programs into which years of effort 
and hope had been poured. 

“Baltimore did just that. What it saw was that, in common with other big 
cities, it was facing problems of unanticipated dimensions. People were pouring 
into centers from the rural areas of the country, and—coincidentally—the natu- 
ral increase in population was unusually high. Century-old land patterns were 
yeing coerced into uses for which they had never been intended. Houses in the 
heart of the city were being abandoned as fast as people could acquire down- 
payments on new suburban homes. The core of the city was steadily declining 
in value.” 

The failure of Congress to act on housing and related programs last year 
caused a serious cutback in the carefully thought-out and widely supported 
program adopted by the two responsible agencies and the leadership of our mayor 
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and city council. Work had to stop on one important redevelopment program 
and slow down on others. And every postponement or slowdown in this 
crucial fight against urban decay and blight means prolongation of privation and 
misery to thousands of families, a continued erosion of economic values and 
direct and tragic losses to the municipality both in regard to the provision of 
services and in the creation of new value which the renewal program will cer- 
tainly achieve. 

The organized labor movement in Baltimore calls upon the entire congressional 
delegation from Maryland to give active and unremitting support to such bills 
as H.R. 2357 now pending before the House Banking and Currency Committee. 
We would feel delinquent in our responsibility to our city and to our membership 
if we did not add a vigorous and urgent word of support to the position taken 
by AFL-CIO before your subcommittee. We believe that anything substantially 
less than is provided in the bills enumerated by AFL-CIO would result in Balti- 
more being forced to slow down once more in its housing and urban renewal 
goals. It is our firm and considered belief that the people of Maryland voted 
last November for the type of forward program in this field such as would be 
provided by H.R. 2357. 


STATEMENT OF ATLANTA, GA., LABoR Councit, AFL-CIO 


(By J. O. Moore, President) 


The need for additional housing facilities in Atlanta, Ga., and vicinity is acute, 
especially for the working class of people, for whose needs we can speak with 
knowledge and authority. 

The new expressways and other public projects have made the conditions 
deplorable for the low-wage earners in this city. 

These conditions will become more acute unless some relief is given by the 
passage of housing and urban redevelopment legislation such as proposed by 
Senators Sparkman and Clark and Representative Rains in the House. The 
demolition of additional homes to make way for public projects will continue 
for years tocome. The needs will become greater as time goes on, 


STATEMENT OF CENTRAL LABOR CoUNCIL OF GREATER East St. Lovrs, Itn., AFL— 
CIO anp ILLINOIS STATE FEDERATION OF LABOR 


(By Herbert S. Wilhelm, secretary) 


We in this area are definitely in accord with the AFL-CIO position on housing 
legislation. 

In this area there are many blighted areas. Although the city of East St. 
Louis approved a referendum for urban redevelopment, there is still much to be 
done to improve the housing situation. There are many areas which contain 
homes tenanted by humans which are really unfit for barns or chicken houses. 
Some houses contain absolutely no inside plumbing. Water is obtained from a 
faucet outside the house and an outside hole in the ground for toilets. Heat 
is obtained from wood and coal burning stoves. It is a common sight to find 
homes which are covered on the outside by tarpaper, and the inside walls cov- 
ered with cardboard for protection from the cold. 

As a member of the St. Clair County Housing Authority, I am entirely fa- 
miliar with these conditions which exist in a small community called Lovejoy, 
Ill., where we have been making every effort to construct a housing unit. The 
conditions stated above are glaring examples of the need for removal of eyesores 
and the desperate need for houses which at least contain the simple necessities 
for decent existence. Efforts have been made for over 5 years to correct this 
pitiable situation. The facts regarding these situations have been carefully, 
even painstakingly documented, and have been filed with the Public Housing 
Administration in Washington. 

Our Congressman Melvin Price, and Senators Douglas and Dirksen have 
worked untiringly to assist us in obtaining housing in this area. 
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Hovusine IN Los ANGELES, CALIF. 


(By William H. McMahan, housing representative, Greater Los Angeles CIO 
Council, Los Angeles, Calif. ) 


The present housing picture in Los Angeles looks something like this: 

In the Los Angeles Sunday Times of January 25, 1959, there were 50 tracts of 
new housing advertised. All of these tracts are in the outer suburban fringe of 
the Los Angeles urban area (or beyond). At least eight of these tracts were in 
Orange County. The average sales price of the lowest priced homes in each 
tract was $20,028. 

A breakdown of the lowest prices quoted in each tract is as follows: 


Percent 

Ne ene ee eww Ul y Ue AO! Sao sod Ol bs os 10 
I UN dk LB EE Od De Ce SL 4 
ILC CI RLS Se a US AA LAAs CAD A Ht 44 
Neen ee ee ee eee eee ade AUS UTE SO Bk Ah os 22 
I oe ee OF SO EEL 2d TGS TIO UII 12 
SR ills acid an seb toccinetidnamdb bead LUG aden nkn aeththes 8 
100 


As you can see, only 14 percent of these home prices are quoted under $15,600 
and these are the lowest priced homes in each tract. A $15,000 home in these 
suburban areas means a monthly expense as follows: 








UR a GOT ic sida et eid Ui sees enone + ele rae en i $80 
I I foe SS ek ui cs acide eininemacind 25 
IIR i sithre enact teen gh se nih dd mba mseenneenarane 40 
NE EEE ae Fred FR Le ee ee ee ne BE Tepe Pe 10 

OS EE ey eee ee eee een cree ae, a fee ee ae Tree 155 
Per year eee ELC Ts eee aE Ee Fee ee ee 1, 860 





Of the 2% million employed workers in the Los Angeles Metropolitan area, 
700,000 are manufacturing workers with average gross wages of $98 per week 
and net weekly wages (take-home pay) of 80 percent or $78.40. Yearly take-home 
pay would be $4,076.80. Subtracting housing costs of $1,860 from net income of 
$4,076.80 would leave the worker with about $40 per week for all other expenses. 
Even if housing costs were 25 percent less, the worker would have only about 
$50 per week for all other living costs. If we may use the average wage quoted 
as an average for the community, it can readily be seen that a $15,000 home is 
the top limit for workers. Where there is only 14 percent of the homes being 
built priced at less than $15,000, it is self-evident that we badly need a middle in- 
come housing program. 

A combination of housing costs and transportation time and hazards has 
caused some movement back to closer-in housing. Another pertinent factor that 
should be mentioned is that mortgage foreclosures are up about 60 percent over 
comparable months of last year. 

Multiunit housing in the over-$80-per-month bracket has a high vacancy 
factor. In some areas it is quoted as high as 30 percent. Fifteen percent to 20 
percent might be average. Some lending agencies have withdrawn from this 
field until demand catches up with the supply. This would appear to indicate 
rental housing costs are also too high for the average worker and his family. 
(Management of large projects, including 608’s, have considered lowering rents, 
but there is no active movement in this direction.) 


PUBLIO HOUSING 


The public housing vacancy factor is low, about 5 percent or so. Earlier in the 
year, some consideration was given to deprograming a large project in the harbor 
area. Increased need in the area for low cost rentals has forced the agency to 
retain this project. 

As anticipated, little interest has been shown by elderly people in living in 
public housing projects. Dislike of institutional housing, desire of remaining 
in present areas, racial makeup of the projects, location of the projects, trans- 
portation, etc., all contribute to this lack of interest in public housing. The 
agency is now in the process of converting some one-bedroom units to two- and 
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three-bedroom units. Public housing is apparently not the answer to housing for 


the aged. 
URBAN RENEWAL 


The urban renewal program is proceeding slowly. Poor planning and public 
relations has forced changes in schedules of planned projects. Bad publicity 
has brought considerable political pressure to bear upon project planning. Pre- 
maturely strict enforcement of the building code, instead of a housing code for 
existing housing, is causing much financial hardship for low-income owner resi- 
dents of project areas. Premature rehabilitation is also creating a condition 
where improving a substandard area prevents it from qualifying for Federal 
write-down assistance needed to redevelop certain portions of the urban renewal 
project area. 

Financing is inadequate for rehabilitation in project areas. Many owner resi- 
dents of project areas are of minority groups or are elderly and have insuffi- 
cient income to repay a loan of any kind. Since rehabilitation costs, under code 
enforcement, run as high as several thousand dollars at times, adequate liberal 
long-term financing is necessary. 

Under code enforcement in nonproject areas of a city, financing is largely lim- 
ited to title 1 home improvement loans. These short-term, high-interest rate of 
14 percent (6 percent discounted) loans are not geared to this type of rehabilita- 
tion operation. A low-interest, longer term amortization period loan program 
should be provided to meet this serious need. 

In our 280-acre unassisted urban renewal project, the entire pattern is chang- 
ing. One block was acquired for a multi-million dollar office-apartment project. 
Multiunit apartments are being scattered around the area. Financing is usually 
conventional because a greater number of units per lot area is allowed than under 
FHA financing. Rents in the new structures are much higher than was the case 
in those replaced. Younger families able to afford the higher rents are therefore 
moving in. The increased density of the area will necessitate new schools, 
churches, parks, transportation, and higher taxes for both new and old property 
owners. 

Many of the old owner residents cannot afford to stay in their old homes. 
Although some of the property has risen several hundred percent in value, the 
seller has 5 percent realty fees plus income taxes on the increase in value not 
used for new housing to lessen his profit. The problems of finding alternative 
housing of the size wanted and in a desirable location are difficult as many of 
these families are limited to public transportation. All in all, it is a problem that 
deserves evaluation and correction. 

Surveys of suggested project areas and planning of needed municipal improve- 
ments before any actual rehabilitation work is started should be required. Cities 
undertaking urban renewal programs should weigh carefully the question of 
whether to redevelop or rehabilitate an area. Some rehabilitated rental areas 
frequently start to deteriorate shortly after having been rehabilitated, and some 
means of assuring that rehabilitation will provide the long-term correction needed 
should be mandatory. 

The Greater Los Angeles CIO Council urges prompt enactment of the most 
liberal housing and urban redevelopment bills that it is possible to pass in this 
Congress. We strongly support the position taken before your committee by 
spokesmen for the AFL-CIO. 


STATEMENT OF MILWAUKEE County INpUstTRIAL Union Councin AFL-CIO, 
MILWAUKEE, WIS. 


(By Robert E. Jordan, president and Fred A. Erchul, secretary-treasurer ) 


The Milwaukee County Industrial Union Council, representing approximately 
50,000 AFL-CIO members in this area, wish to impress upon your committee the 
urgency for support of the Sparkman-Clark-Rains housing bills. 

Our local municipal officials estimate that within the next 5 years over 8,000 
families will be displaced by Government activities in the city of Milwaukee. 
There is just not enough decent housing available to take care of those families 
plus the new families being formed, and those who are moving into the area. 
Nor is new housing construction proceeding at a rate which will do much more 
— maintain a minimum level of housing to trickle down to families of low 

come. 
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In a recent study of housing in the Milwaukee community, it was found that 
there were almost no decent 2-bedroom apartments available at less than $110 
per month gross rent or 1-bedroom units for less than $90. If a wage earner’s 
take-home pay was less than $5,280, he would have to pay more than a quarter 
of his income to house his family. Additional low-income housing would help. 

Local builders admit that less than one-third of all new houses being built 
here can be bought for less than $15,500. Without some form of mortgage assist- 
ance, it would be difficult for anyone earning less than $6,000 or $7,000 a year to 
buy a house. We need more rental and sales housing at rents and prices wage- 
earners can afford. 

After several slow years, urban renewal in Milwaukee is getting to the point 

where it is beginning to show some results. , Several excellent, much-needed proj- 
ects are planned for the years to come. Unless additional Federal funds are 
available, the whole program will have to stop because the city cannot handle 
these projects without help. 
» The job is a long way from being done. Here, as elsewhere in the country, 
people are forced to live in substandard housing because there are no alternatives 
at prices they can afford. Parks, playgrounds, streets, sewers all need enlarge- 
ment or improvement. But the city cannot do this without help. Business and 
industries are looking for places to locate or expand and because there are few 
places in the city, they go elsewhere; and the city loses taxes and has an even 
harder time to maintain itself. Additional urban renewal funds are urgently 
needed if our cities are to survive as places to live and work. 

The number of elderly persons is increasing ; and because their income is often 
very low, they have difficulty finding decent housing. Assistance in supplying 
housing for our senior citizens is absolutely necessary if they are to have decent 
places to live. 

Both of our local universities expect that their enrollments will more than 
double in the next 10 to 20 years. Unless they can begin constructing housing 
now, they will not be able to meet their future needs. I am sure it is not neces- 
sary to go into detail as to the necessity for maintaining our colleges and uni- 
versities in these critical times. 

All these things are urgently needed now. Serious damage has already been 
done by the failure of Congress to pass an omnibus housing bill. The Sparkman- 
Clark-Rains bills will go a long way toward solving these problems. We, there- 
fore, strongly urge that all possible support be given to these housing bills. 


STATEMENT OF Sr. Louris (Mo.) LAsor Councit, AFL-CIO 


(By Oscar A. Ehrhardt, secretary; adopted unanimously by the delegates at 
meeting) 


While we are not familiar with the details contained in the omnibus housing 
bills that have been proposed by Senators Sparkman, Clark, and Congressman 
Albert Rains, the St. Louis Labor Council, AFL-CIO, can take a position with 
respect to the budget message while President Eisenhower has just submitted 
to the Congress. 

The St. Louis Labor Council is opposed to the elimination of the public-housing 
program, and would call for increased amounts over and above the suggestions 
of President Eisenhower for the urban renewal program. Further, the council 
strenuously objects to the reduction of the Federal participation from the %.-% 
formula which exists under the present law. 

Because of the financial plight with which the city of St. Louis and the State 
are confronted, it would be impossible for the city and the State, in our judg- 
ment, to contribute 50 percent of the loss on urban renewal projects as advocated 
by the President. 

In addition, the St. Louis Labor Council cannot conceive of a successful urban 
renewal program unless there is provided public housing to assist in the relo- 
cation of the families affected by redevelopment and renewal projects. Even 
if the urban renewal program was not to proceed at all, the city of St. Louis has 
additional need for public housing in order to rehouse low-income families who 


presently occupy slum and impoverished housing, or who are being displaced’ 


because of other programs of a public nature. It is further our belief that ade- 
quate low-rent housing must be provided for our senior citizens who, because of 
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low retirement payments, are forced to live in facilities not in keeping with 
their dignity. 

We believe, too, that the Federal Congress should seriously consider the plight 
of all large metropolitan areas in supplying assistance to meet the need for 
public education facilities generated by public and low-rent housing. 


STATEMENT OF MADISON (DANE County, Wis.) FEDERATION OF LABOR 
AFL-CIO, Centra Bopy 


(By Harold Rohr, business representative, Painter’s Local 802, and member of 
Madison Redevelopment Authority, and Walter Schnurbusch, business repre- 
sentative, Electricians Local 159, and member of Madison Housing Authority) 


The Madison Federation of Labor, AFL-CIO, central body, does hereby go on 
record supporting legislation along the lines of S. 57 and S. 193. 

Madison already has two extensive housing programs now in existence set up 
under municipal authority. They are: 

1. Madison Housing Authority 
2. Madison Redevelopment Authority 

Although our community has been very fortunate in not having extensive slum 
areas, we still have been granted Federal aid for the clearance of one slum area 
and are in the process of making application for the clearing of a second said 
slum area. 

The Madison Housing Authority has been in existence for 18 years and has 
given full proof of the necessity for low-cost housing. The expansion of our 
local airbase (Truax Field) in the next 2 years will constitute an entire reloca- 
tion of the now existing housing center, and any legislation such as bills 8. 57 
and S. 193 will benefit our area and similar areas to a great extent. 


STATEMENT OF GREATER (PORTLAND) FEDERATED LABOR Counor AFL-CIO, 
PORTLAND, MAINE 


(By Henry Connolly, secretary) 


The needs for housing and urban redevelopment in Portland, Maine, are great 
and pressing. 

‘Our council is on record as favoring very liberal housing bills at the national 
and State levels, also at our local city council meetings. 

We will follow the progress of Senate bills S. 57 and S. 198,also the Rains bill 
in the House, and I can promise that our Senators and Representatives in Wash- 
ington will be advised of our feeling and urged to support these bills, even to the 
extent of overriding a possible Presidential veto. 


STATEMENT OF St. PAut TRADES AND LABOR ASSEMBLY, AFL-CIO, Sr. PAuvt, 
MINN. 


(By Adolf Tobler, business representative) 


Along with most St. Paul residents, the St. Paul AFL-CIO Trades and Labor 
Assembly, is seriously disturbed about the removal of 3,500 people from their 
present homes, because of the building of the St. Paul freeways. 

These people are being evicted through no fault of their own, and are finding 
it impossible to find housing within reach of their income bracket. 

Realizing the need for legislation which will aid in reestablishng these people, 
we wish to add our urgent plea to that of the St. Paul city government, for the 
taking of constructive steps by the present Congress toward alleviation of an 
exceedingly critical condition. 

It is our sincere hope that support will be given to the housing and urban bills 
presently before you. 

We attach herewith a summary estimate of the present need for additional 
housing in various categories, made by the St. Paul Housing Authority. The 
AFL-CIO Trades and Labor Assembly of St. Paul endorses this estimate of need 
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of our local housing authority as being conservative and based on statistical fact 
and ample experience of conditions in this urban area. 
The summary of findings by the St. Paul Housing Authority is as follows: 


SUMMARY OF FINDINGS 


Eight years have passed since the 1950 census revealed a nationwide housing 
shortage in our urban areas. Recent studies indicate that only 2.3 percent of all 
dwelling units in St. Paul are vacant as compared to 1.3 percent in 1950. The 
effect of this vacancy change has been imperceptible. This is true despite sub- 
stantial residential construction in the suburbs of St. Paul and an increased rate 
of new construction within the city. Intensity of space utilization in St. Paul’s 
rental inventory has remained almost unchanged since 1950. Numerous market 
indicators reveal that little basic change has occurred in the rental housing 
situation which can only be described as tight. 

The following is a list of major conclusions suggested by the findings of this 
study: 

(1) Public housing needs by amounts.—Due to varying needs of the various 
segments of the population, no single factor can be used to measure the need 
for additional public housing units; hence no single quantitative amount can be 
selected without a policy decision as to what particular needs the city is willing 
and able to provide. Some of these various needs are as follows: 

(a) Number of additional public housing units needed to provide all families 
with a standard unit: 18,000. 

(b) Number of additional public housing units needed to house elderly people 
entering the rental market each year: 580 per year. 

(ce) Number of additional public housing units which could be built each year 
for those elderly people who do not now, but would, maintain their own house- 
hold if they could afford it: 300 per year. 

(d@) Number of additional public housing units which could be built to house 
all older people who will enter the market and qualify and the basis of low 
income: 500 per year. 

(e) Number of additional public housing units which would be necessary to 
provide for all families which have expressed a desire (qualified applicants) to 
live in public housing: 1,066. 

(f) The number of additional public housing units which could be constructed 
without causing the vacancy rate to exceed 2 percent : 1,900. 

(9) The number of additional public housing units which would be required 
to serve those families now “‘doubied up” : 1,900. 


(h) The number of additional public housing units which would be required 


for persons to be displaced by various public actions are as follows: 


. Urban renewal by 1964: 1,725 

. Highway R.O.W. action by 1980: 2,260. 

. Total potential clearance: 9,259. 

. Miscellaneous public action during 1959: 2,479. 

. Persons displaced in item No. 4 (above) who would qualify on the basis of 
low income: 1,200. 


(i) The number of additional public housing units needed for low income 
groups now living in substandard units: 6,840. 

(j) The minimum number of additional public housing units which would be 
needed to house all low income families (less than $3,500 per year) : 20,400. 

(It is impossible to add these various needs to obtain a total need since some 
families will appear in two or more categories. ) 


or ON 


A GurmpseE INTO CONDITIONS IN NEw YorkK CITY 


The AFI-CIO housing committee submits herewith four recent newspaper 
stories reflecting the current housing crisis for low income families in New York 
City. Many similar newspaper accounts have appeared in New York City 
dailies in recent months. We merely select pieces that have been presented in 
the New York Post during January 1959. As we see it, the situation dramati- 
cally revealed by these horror stories is that while the municipality is trying 
diligently to enforce housing codes aimed at eliminating dangerous and sub- 
standard conditions—plus gross “rack renting”’—that the immediate effect is to 
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deprive families of the unsafe and insanitary shelter they have been occupying. 
Social agencies, charged with the responsibility of attempting to cope with the 
urgent and imperative problems of these dispossessed families, point to the critical 
shortages of housing for low income families and especially for families where 
there are several children. The cruel and tragic circumstances detailed in these 
newspaper accounts—which are verified by the experience of competent obser- 
vers among trade unionists in the Greater New York area—are not isolated or 
unusual. These conditions apply to a great section of the population in New 
York. Although the testimony by Mayor Robert F. Wagner of New York pre- 
sented to the Senate Banking and Currency Committee in support of the prompt 
enactment of liberal and comprehensive housing legislation did not detail the 
human tragedies so vividly portrayed in these typical newspaper accounts, we 
wish to point out to the Members of Congress that it is because of the existence 
of these underlying conditions that the trade union movement feels impelled 
to urge adoption of housing legislation as nearly like the Clark (S. 193) and 
Sparkman (S. 57) bills as is possible. 





[From the New York Post, Jan. 15, 1959) 
Too Dangerous To Live IN—But WHERE ELse To Go? 
(By William Haddad) 


Pretty 7-year-old Evelyn Martinez tried hard not to cry, but what they told her 
was too hard to understand. 

Moments earlier, when she had skipped home from her second grade class at 
Public School 11, the police, firemen, welfare department investigators, and 
neighbors had told her she would have to leave her home at 422 West 53d Street 
within the hour. 

Now she perched atop the television set, tears suddenly streaming down her 
cheeks, the phone almost too big for her tiny hands, trying vainly to reach her 
parents at work and tell them the news. ; 

An earlier inspection of the building had so stunned Assistant Fire Chief 
Richard A. Denahan that Fire Commissioner Cavanagh, on his recommendation, 
ordered it vacated immediately as “a hazard to life.” Firemen at the scene laid 
down a 1-hour deadline to speed other authorities into action. 

“There’s nothing holding this building up,’’ Denahan said, pointing ‘to rotting 
main beams, warped supports and floors that slanted like ski slopes. 

The order caught the 16 families living there by surprise. For years they had 
complained of the bad conditions, but no one would listen to them. 

Hardest hit were Francisco and Miguelina Morales and their 7 children rang- 
ing in age from 2 to 13. 

“We don’t know where we are going to go,” Morales, a printer who receives 
supplementary help from the welfare department, said. 

Yesterday the rental agent from the Boyd-Wyckoff Corp. and Eiss Realty Corp. 
had collected the last of the Morales money for rent. 

“When we told him we had no hot water and no heat, he laughed,” the soft- 
spoken Morales said, before rushing off to find some paper bags in which to stuff 
his children’s clothes. 

In the midst of the eviction, the Morales family was visited by the Reverend 
George Coll, the Roman Catholic priest who had taken reporters on a tour of 
the slum building on Saturday. 

Upset by the slum conditions in his parish, Father Coll, the pastor of St. 
Benedict the Moor, West 53d Street, told reporters : 

“I’m tired of waiting for something to be done about these slums.” 

Now he comforted Mrs. Morales and promised the family sanctuary in his 
rectory. 

A crack but hastily organized team of four investigators from the Amsterdam 
Welfare Center, operating with the sympathetic policemen assigned to the 
building, gathered information on rising needs and arranged for emergency 
accommodations. 

Despite this, the tenants remained confused and worried about the future. 

When Mrs. Margaret Martinez, 32, Evelyn’s mother, came home she gathered 
her crying daughter into her arms and said: 

“I don’t know what we can do, where we can go. We are shocked * * * 
Everything changed so fast * * * I don’t know what to do.” 
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In the end, when her husband came home, they took a suitcase full of clothes 
and joined the parade of seven families to the welfare center for temporary 
housing. 

Buildings Commissioner Reidy said only 25 violations were listed against the 
building based on a December 1 inspection by his department. He said none of 
them were structural, a direct contradiction to the facts disclosed by the fire 
department inspection. 

Reidy said that from June 1955 until September 1958 the Boyd-Wyckoff firm 
had been hauled into court 11 times by the department, but had received a total 
of only $215 in fines, less than $20 per court visit. 

Despite the obviously bad conditions, the rent commission granted a rent in- 
erease last June. Today, after publicity given to Father Coll’s visit, the rent 
commission reduced rents to $1 per month. 

Tenants who told the Post they pleaded vainly with almost every city depart- 
ment to get conditions improved, said the courts were not lenient with them 
when they withheld rents as a means of pressuring improvements. They said 
they were immediately sent notices from the court to pay. 

Banton Wyckoff, listed as a principal in the various corporations owning this 
and other Harlem and Brooklyn slum properties has evaded arrest since Novem- 
ber 19, although the Post has repeatedly pointed out that rents were still being 
collected on his slum properties. Ten warrants are currently pending against 
him. 

According to the 1958 Real Estate Directory, Marcello LaRosa is president of 
_the Eiss Realy Corp. which reportedly purchased several buildings from the 
Boyd-Wyckoff firm. Both firms are reportedly located at 3246 Kingsbridge 
Avenue and use a mailing address care of Jack Brownstein, an attorney at 
26 Court Street. 


[From the New York Post, Jan. 16, 1959] 
REVEAL 7 INSPECTIONS IN 1958 FAILep To List HAZARDS IN 53p STREET SLUM 


(By William Haddad) 


Five buildings department inspectors in seven separate inspections of a 
notorious slum tenement last year consistently failed to report the obvious 
“imminent hazards” that forced the fire department to order its immediate 
‘evacuation Wednesday, a Post survey disclosed today. 

Last inspection. of the 422 West 53d Street slum came on December 1 when 
2 violations were found, making a total of 27 minor violations for the year. 

Added to these were other violations going back 22 years to 1937. 

.. While the 16 tenant families lived in abject squalor (with only half the toilets 
to which they were entitled), the landlord (Kiss Realty Corp.) and the managing 
agent (Banton Wyckoff) steadfastly refused to make the necessary repairs. 

For his refusal to make repairs last year, the landlord received two $25 fines, 
a rent increase almost doubling the rents, and, now an empty building con- 
‘siderably more valuable teday than it was earlier this week when filled with 
tenants paying controlled rents. 

It remained for two “unskilled” clergymen, fighting on separate fronts, and a 
quick followthrough by the fire department to establish the tenement’s true 
conditions. 

_ One of the clerics, the Reverend George Coll, took reporters on a tour of the 
slum building when his other efforts to improve its condition failed. 

“T believe this building will collapse in a week unless something is done imme- 
diately,” the Catholic priest said. 

Responding to his call, Assistant Fire Chief Richard A. Denahan inspeeted the 
premises and found rotting main beams that looked like driftwood on an idle 
.beach, sagging floors, out-of-plumb columns and numerous fire hazards. 

“There’s nothing holding this building up,’ Denahan said, recommending its 
immediate evacuation. 

None of the seven buildings department ‘roof-to-cellar” inspections made 
mention of the rotting beams which jeopardized the lives of the 32 adults and 
27 children living in the building. 

Buildings department files did, however, disclose that the violation calling for 
doubling the water closets in the building had not been corrected in 22 years, 
although it had been consistently carried over in the files. 
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A pattern of widely spaced low fines, paid for many violations never removed, 
is also outlined in the department’s files. 

After the Post disclosed the condition of another slum managed by Banton 
Wyckoff (at 124 West 134th St.), a warrant was issued for his arrest. His 
attorney, Jacob Brownstein, 26 Court Street, Brooklyn, promised that Wyckoff 
would appear in court for the trial, but he never appeared. Brownstein is also 
the attorney for numerous other slum buildings managed by Wyckoff. 

Currently 10 warrants are outstanding against Wyckoff. 

The buildings department is also searching for Marcella La Rosa and Ida Zorn, 
both listed as principals of slum tenement buildings managed by Wyckoff. 

Since the department failed to use rent reduction as a method of pressuring 
Wyckoff, it remained for a second clergyman, the Rev. Edward Blackman, head 
of the United West Side Parish, to wage the rent reduction fight. 

Formal complaints were filed with the rent commission and on March 24 all 
rents were reduced to $1 an apartment. But Brownstein had the case reopened 
on a legal technicality and the full rental rates were restored. 

On August 17 Blackman complained that the landlord has not kept his 
promises and the building was deteriorating again. 

On October 1 and again on November 12, the tenants complained to the rent 
commission that although their rents had been practically doubled in the summer 
for central heating installation, the installation wasn’t working. 

The rent commission investigated these complaints and 2 months later rents 
were reduced to $1 per apartment. 

The reduction came 1 day after the collector had visited the building and 
collected his rents. 

As a last line of defense to prevent the landlord from reaping a substantial 
profit for his refusal to comply with building regulations, the rent commission is 
considering action to bring an injunction against the landlord to prevent him 
from altering the building’s character to remove it from rental controls. 

Yesterday two deputy fire marshals, a uniformed fireman, and a health depart- 
ment inspector waited all day outside a courtroom in municipal term court, 455 
West 151st Street, to serve summonses on Soloman Chodorov, whom they believe 
to be an agent handling the tenement at 422 West 53d Street. 

He was on trial inside for failing to supply heat for that building as well as 
others, and to avoid service, refused to leave the courtroom until the trial was 
recessed. 

He denied being an agent for the tenement and refused to take the summonses, 
but they were thrust at him. Brownstein said later he would answer the 
summonses. 

One calls for his appearance in the fire marshal’s office February 6 for an 
investigation of conditions at the vacated building, and another charges rubbish 
accumulation there. A third summons charges lack of heat in another building. 





[New York Post, January 20, 1959] 
Wry City CAn’t GET THE TRUE StuM StToryY 
By William Haddad 


This is the story of a city department that has no penalty for perjury, of a 
court that levies token fines for human misery and of a slum landlord who de- 
fies the law with immunity. 

It was nearly the ugly story of a child’s funeral, but the fire spurting from 
the exploding kerosene stove at 106 West 134th Street by a whim of fate spared 
the lives of Mrs. Lucille A. Atkin and her five children. 

The stove burst into flames Sunday. 

There would have been no need for a kerosene stove to heat the Atkin home if 
the landlord (43d Properties Corp., c/o Jacob Brownstein, 26 Court St.) or 
the managing agent (Boyd-Wyckoff) had complied with the city law, effective 
last November 1, requiring heating in every building with accommodations for 
10 or more families. 

Recently buildings department letters went out to 4,100 Manhattan land- 
lords asking if they had installed these heating systems (889 had not). 

But no letter went to Boyd-Wyckoff or 43d Properties Corp. The reason: 
buildings department records, personally marked by either the owners or the 
managing agents, listed a central heating system. 
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“On two occasions,” a buildings department official told the Post, “someone 
from their company certified in answers to our questions that there was a cen- 
tral heating system in the building. We sent out letters only to those who said 
they did not have such a system.” 

“Our inspector visited the premises and reported no central heating. The 
violation will be filed [today],” he said. 

That’s only half the story. A reporter wanted to know whether the persons 
supplying the false information would go to jail. 

“No,” the high official said candidly. “I know of no law to prevent them 
from lying. I checked around and find there is nothing I can do. No one has 
ever been prosecuted for filling out the form falsely.” 

This is not a new impasse for the harassed department. Recently the Post 
revealed that many landlords falsified their registration cards to make it diffi- 
cult for the department to locate them. The department said it was helpless to 
prosecute the offenders because someone had conveniently left off one key sen- 
tence which would have made the forms legally binding. 

Although the department is readying a massive drive by 100 inspectors to 
file violations against the buildings without heat (and hauling the offenders 
right into court), today’s disclosure clouded the complete success of the 
eperation. 

“The IBM picks out only those who say they don’t have central heating,” the 
official said. “We have no way of knowing how many are not telling the truth.” 

Over 50 violation charges—some dating back to 1952—are currenfly pending 
against 106 West 134th Street. Solomon Chodoroff, of 67-70 Yellowstone Boule- 
vard, Forest Hills, Queens, identified by the department as a rental agent for 
Boyd-Wyckoff, must appear for trial on them later this month. 

And yesterday, Buildings Commissioner Reidy suspended a building inspector, 
whom he refused to identify, for neglect of duty involving 422 West 53d Street. 

Fire inspectors closed the building last Tuesday, although the inspector had 
certified as “structurally sound.” He was not identified, Reidy said, because 
“the charges are being drawn up and have not been formally presented.” 

A Post survey disclosed that hundreds of violations have been filed in recent 
years against the building, with, hazard citations dating back to 1952. Included 
in the files is a 1952 letter pleading: 

“Urgent * * * Sent inspector * * * We can’t hold on much longer.” 

Despite this, through the years the courts have levied only $135 in fines, 

Without waiting for the buildings department to act, the State rent commis- 
sion, acting on tenants’ complains, reduced rents in March 1958 by 25 percent 
and again in July 1958 by another 20 percent. 

In December, when the buildings department (under a new commissioner) 
requested a reduction, another 5-percent cut in rents was granted. 


CURRENT VIOLATIONS 


The current violations include: Stagnant water in the basement (dating from 
1952 until present); defective stairs (from 1952); concealed leaks (from 
1952) ; broken walls, ceilings, and plaster; no hot water (all apartments) and 
no water supply (some apartments). 

Chodoroff, answering for Boyd-Wyckoff, has other court troubles. 

Chief Magistrate Murtagh has set up a special session of Upper Manhattan 
Magistrates Court under Magistrate Mahoney (noted for his knowledge of 
building matters) just to hear charges against Chodoroff and Boyd-Wyckoff. 

Chodoroff is presently answering violations for failing to supply adequate 
heat for five buildings. When the fire and health departments heard he had ap- 
pears in court, they sent their investigators with other subpenas. 

Chodoroff is represented by Brownstein (who, incidentally, is listed in build- 
ings department files as a former officer in a corporation owning 106 West 
134th). 

Brownstein spent 3 court davs questioning City Chemist Solomon Mate about 
the accuracy of the approved brand of thermometer specified for the heat tests 
and of the accuracy of Mate’s tests. 

Tenants from the buildings, sitting in the court, told the Post that the heat 
was not only inadequate during the period in question, but it still was not snffi- 
cient in some of the buildings. They said they planned to file new complaints. 

Another Boyd-Wyckoff rent collector, Banton Wyckoff, is now ducking 11 war- 
rants for his arrest after his court appearance had been guaranteed by Brown- 
stein and he failed to show. 
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The firm has also been involved in the management of the notorious slum at 
124 West 134th Street (vacated by the buildings department) and the one at 
422 West 53d Street (vacated by the fire department). 





{New York Post, January 21, 1959]; 
ONE FaMILy’s “EscaPe” FroM a SLUM 
By William Haddad 


Seven days ago the fire department ordered 422 West 53d Street evacuated 
within an hour, fearful that the building would collapse. 

In the glare of publicity miracles were accomplished. A crack team of four 
welfare investigators cooperated with the sympathetic police and, within a 
few short hours, the building was emptied and accommodation recommendations 
made for those needing help. 

The Morales family—Francisco, Miguelina and their seven children—was 
among the 16 families rushed from the building and left to struggle with their 
belongings in the dark streets. They had no plans, no money and no hope. 
The future was a bed and roof promised for that night. 

They were rushed into the street because the buildings department, health 
department and courts either ignored their many and continued pleas for 
help in repairing the dangerous slum building or were surprisingly helpless in 
the face of a slum landlord’s unwillingness to comply with the law. 


COLLECTOR CAME EARLY 


The Moraleses had no money on this day because the same city departments 
took no action to prevent the landlord from collecting his rents and he had 
come by one day earlier and taken the last of their money. 

Today the Morales family is homeless, tired, sick and discouraged. The in- 
difference of the city has broken their spirit, splintered their courage. 

On that cold and windy night, the family had gathered its belongings in a 
grocery cart and a worn cardboard suitcase, taken scraps of food from the 
icebox for the evening meal and struggled to the Bronx, planning to spend 
the night with Francisco’s sister. 


BARRED BY LANDLORD 


The Bronx landlord spotted them coming and adamantly refused them ad- 
mittance. The sister’s lease, he said, specified one child and two adults, and, as 
far as he was concerned, that’s all that were going to stay there. 

Their pleas for momentary dispensation, a respite from the cold night, fell on 
deaf ears, and law was the landlord’s ally. 

Discouraged and tired, the family made its way back to Manhattan, seeking 
the temporary refuge offered by the minister who had denounced the building’s 
neglect and caused its condemnation. 

On the way they met a cousin of Mrs. Morales, Jesus Figueroa, who had set out 
on a frantic search for them when he heard of their troubles. 


SHARED COUSINS’ HOME 


The Figueroa home at 732 8th Avenue wasn’t much—two rooms—and it was 
already crowded with Figueroa, his wife Mary, and their three children, but 
he offered it to the homeless cousins. 

For 7 nights now the family has shared his home, 14 people in 2 rooms, some 
sleeping in beds, most sleeping on the floor, the way people live in a bombed- 
out city in a war-ravaged country. 

The Veterans Welfare Center tried—and tried hard—to find a home for Army 
Veteran Morales, but they failed. Over the weekend, Francisco went looking 
again himself. 

His daughter Edith, a 13-year-old student at JHS 17, told what happened: 
“Everywhere we went it was the Same: No children, no children. Big places— 
four and five rooms—and they didn’t want us.” 

In their old home, Edith had helped her mother keep their small, crumbling 
apartment looking like a Dutch kitchen, and the thought of four or five spacious 
and sound rooms was akin to paradise. 
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Yesterday was a particularly bad day and worry was etched in Mrs, Morales’ 
quiet face, First she learned that the clothes left in a basin when they were 
rushed from their apartment had been ruined because the bleach had eaten 
through them. It was almost too much for a family who, at best, walk the tight- 
rope of survival, barely meeting the basic expenses of life from Morales’ wages 
as a printer. 

The second blow came later in the day. Taking her °3-year-old son to the 
doctor, Mrs. Morales learned that the child, who has a heart condition, was sick 
again and the doctor said they must find a new place soon because the child 
had lost 3 pounds and could not afford to lose any more weight. Tears welled 
in the mother’s eyes as she stroked the sleeping child’s head. A sympathetic 
welfare source told the Post there was absolutely nothing that could be done for 
the family. 

“We don’t have anything for these large families,” the source said. “I know 
the father and he has a good family ; he’s hard-working and kind, The children 
are alert and the mother handles them well. 

“I can send them to some decontrolled fleabag and pay more than $50 a week 
for two rooms Without cooking and they will be worse off than they are now. 

“I honestly don’t know what to do. My heart flips every time I think about 
it.” 

Fourteen people, two rooms, a big city. 

Mr. Rarns. The next witness is Mr. John R. Searles, president of 
the National Association of Housing and Redevelopment Officials, and 
executive director of the District of Columbia Redevelopment Land 
Agency. With him I see Mr, John Lange, and my good friend, Larry 
Cox. Weare delighted to have you gentlemen. | 

I would assume that you are going to include the statement in the 
record, together with all of the resolutions, and summarize the state- 
ment for us? 


Mr. Srarues. Right, Mr. Chairman. 


STATEMENT OF JOHN R. SEARLES, JR., PRESIDENT, NATIONAL 
ASSOCIATION OF HOUSING AND REDEVELOPMENT OFFICIALS 
AND EXECUTIVE DIRECTOR OF THE DISTRICT OF COLUMBIA 
REDEVELOPMENT LAND AGENCY; ACCOMPANIED BY JOHN D. 
LANGE, EXECUTIVE DIRECTOR, NAHRO; AND LAWRENCE M. COX, 
CHAIRMAN, REDEVELOPMENT SECTION, NAHRO 


Mr. Srartes. I appreciate the opportunity to submit the statement, 
rather than having to read it today, and I also appreciate your very 
kind introduction of me and Mr. Cox and Mr. Lange. Mr. Cox, as 
you may remember, was president of our organization in 1949, and 
testified when a major piece of housing legislation was enacted that 
year. 

I also had the honor of being his predecessor in the job which he is 
now handling as chairman of our redevelopment section, and had the 
pleasure of coming before you three times in that capacity. 

We are hopeful, in teaming up again after past successes, that there 
may be some legislation this year. We certainly hope there will be, 
in order to carry on the program which was started so well 10 years 
ago. 

“As you mentioned, I do double in brass, but I am speaking today 
solely’ as the president of NAHRO. How ever, I would like to issue 
an invitation to you and the fellow members ‘of your committee to 
visit the projects and the slums in Washington. We would be glad 
to arrange a tour. I will communicate with you later by letter. 
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Mr. Ratns. I hope we will have the opportunity to do it. 

Mr. Seartes. Thank you, sir. I will just say a word about our 
association, then hit a few of the highspots in our testimony, and then 
try to answer any questions which any of you may have. I will be as 
brief as I can. 

Our association is a nonprofit association, founded in 1933, consist- 
ing of civic leaders and public administrators, primarily, like Mr. Cox 
and myself, working in public housing and urban renewal programs. 
I am the first president of our association to be in charge solely of a 
urban renewal program. Mr. Cox, as executive director of the Nor- 
folk Redevelopment and Housing Authority, is responsible for the 
combined programs. We feel they both constitute the overall rebuild- 
me operation in any city. His firsthand knowledge of some of the 
public housing problems, not only in Norfolk but. in other cities, will 
help us as a team here to answer your questions, and on technical publie 
housing questions I will certainly rely on Mr. Cox. 

I would also like to say that our testimony which we are filing for 
the record is based on a program resolution which was adopted by our 
entire membership at our meeting in San Francisco last October. 
Our written statement is clearly based on careful study during the 
past year and on the best concensus that we have of our entire 
membership. 

I would like to hit a few of the highspots in our testimony. The 
first one, of course, is how deeply we have gotten into this process of 
urban renewal in the last 10 years. There may have been some doubts 
in 1949 whether we ever really could see an end to slums and blight 
in our cities. I think today there are many cities—not enough, to be 
sure—that have really gotten their teeth into this planning and 
rebuilding operation so that we think, without any doubt, that the 
end can be foreseen. 

There can be a day when our cities can be without slums and we 
can have decent houses for all of our citizens. Of course, there are 
a good many cities that haven’t even come into the program. There 
are a number of others that are just starting, but I think that we can 
afford to be very optimistic in thinking that this program does work. 

Now, Mr. Cox, as director of the Norfolk Redevelopment and 
Housing Authority, has made a great dent in the housing and rede- 
velopment problem there. -Recently we had a distinguished visitor 
from Greece who is handling a good deal of the planning in the 
Middle East. He visited a number of the cities along the eastern 
seacoast and he felt. Norfolk had made the greatest inroads, in com- 
parison with their problem, of any city we have along the eastern 
coast. So I would like, Larry, if you would, to show a half-dozen 
pictures that can describe better than I can tell you how a city has 
moved in this problem. 

Meh pes. Are these pictures of the developments in Norfolk, 
arry ! 

Mr. Cox. They are pictures of some of the developments that have 
already been accomplished in urban renewal. Being in the program 
early, we were able to move further along, at least on our first project. 
than perhaps some other cities, and we have illustrations of some of 
the new developments that have gone into these areas, as well as 
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illustrations of conditions that were there before we undertook the 
program. © 

aad Rats. In other words, it is a before and after picture; is that 
right 

r. Cox. In effect, yes. 

Mr. Rarns. All right, we will look at them as we go along. 

Mr. Searyes. We picked out a couple of other statistics here in 
bron. bee too, that I think are interesting. In our southwest 

roject, before we began redevelopment, the area was producing about 
$451,000 a year in real estate taxes. After redevelopment—and that 
we hope will be in 1962—we estimate, at present values, and the same 
assessment procedures the city now uses, we will be getting $3.5 million 

er year out of this same area, or about eight times the tax vield 

fore redevelopment. That is real] estate taxes alone. It doesn’t 
include the tremendous increases in corporation income taxes, indi- 
vidual income taxes, and various other kinds of business taxes that 
come both to the Federal Government and to the local government 
as a result of this rebuilding operation. 

It isa real urban shot in the arm, just as the farm program is a shot 
in the arm to our food-producing farm areas. This program has 
proven to be the great urban program for making our cities healthy 
places to live and to work and productive places, insofar as the goods 
they produce for our increasing economy. 

Another statistic is that the Southwest area in Washington, when we 
began on it, produced 1.2 cents of each city tax dollar. However, it 
consumed up approximately 6 cents of the police dollar, 9 cents of 
the welfare dollar, 10 cents of the health dollar, and 12.6 cents of 
the dollar spent for mental health patients. Of course, that will 
change entirely after redevelopment, and the pendulum will swing 
around the other way. 

In our testimony we talk about the level of the program that is 
necessary. We are recommending a program of $600 million in capi- 
tal grant authorization each year for a period of 10 years. We arrive 
at that figure and that period of years because it properly represents 
the rate of the program today. In conjunction with the U.S. Confer- 
ence of Mayors and the American Municipal Association, we have 
made a quick survey of the applications which are on file, about to 
be filed, in a standby position, and are expected to be filed by cities 
in the coming years. 

This is an extremely rough calculation, and as yet, not complete. 
When it is we will certainly make it available to you and file it. But 
at the present time the Urban Renewal Administration has $65 million 
in pending applications. Ona standby basis, applications that cannot 
be taken care of under the present rationing formula, there are another 
$165 million. So URA actually has applications for $230 million of 
current projects at the present time. 

There are applications, though, which have been turned back or 
which would have been filed had there been no rationing, of an addi- 
tional $111 million. So at the present time there are approximately 
$350 million of current immediate needs for projects which have 
reached the stage of capital grant reservations. 

In addition, we checked cities as to what projects they had coming 
along, or in planning or scheduled, and as to what capita] grant 
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pethesisaizons they would need, and we arrived at figures something 
ike this: 

For 1957, at least $463 million would actually be filed, were it not 
for the rationing formula. In 1960, at least $510 million will be 
filed. In the following 3 years, 1961 to 1963, at least $1,010 million 
asi be filed. And for the next 5-year period, 1964 to 1968, $1,502 
million. 

Now, I want to stress two things about those statistics that make 
them less than a perfect measure of the applications which will be 
filed. For the near future the estimates are depressed by the very 
existence of this rationing formula that I will explain in a minute, and 
the more distant estimates, 1961 to 1963, and 1964 to 1968, are depressed 
because many cities cannot give an accurate picture at all of the 
projects they are going to have at this time. 

So, based upon the anticipated requests of cities that are currently 
interested in renewal, $600 million a year is a fair figure. It does not, 
we feel, actually represent the need. The reason that it doesn’t repre- 
sent the need is that there are many cities that ought to be in the pro- 
gram, that are growing toward the program, but haven’t come into 
it yet. So when the eventual full-scale number of cities is in the pro- 
gram, the amount will probably be higher. At that time, of course, 
some of the cities may be able to reduce their request because they will 
have made inroads on their blight problem. 

The second aspect of our suggestion of $600 million a year for 10 
years is the time period. We do feel that there must be a continuing 
progmar, These projects take a long time. They take time to plan. 

t takes time to buy the land. It takes a long time to get the local and 
Federal approvals which are necessary. It takes time to relocate the 
families and businesses. The capital grants must be set up years in 
advance. So this continuity is an extremely necessary part of making 
the overall program work. 

Actually, we feel that $600 million per year today is a lower amount 
in relation to urban renewal activity than $100 million was in 1949, 
the amount provided in that year. In our testimeny we speak at 
some length on the present rationing formula which the inadequacy 
of the capital grant authorization has forced on the administration. 
We feel that it just doesn’t work. We know that the administration 
was confronted with the unattractive choice of rationing the inade- 

uate funds they had or of handling the applications on the first-come, 
first-served basis, and leaving the great bulk of applications which 
they had on a standby basis, even though the projects were very good 
ones. 

They chose the worst, the greater of the two evils, in picking the 
rationing formula. We feel that it has had some very bad effects. 
It is resulting in a sizing operation for projects which gets away from 
the natural boundaries of urban renewal projects. It involves bits 
and pieces and dabs. The formula actually is $3 per head in every 
city, with a slight increase in cities of less than a million, up to double 
that amount for very small communities. 

In a city like Washington, the allotment is less than $3 million. 
That isn’t enough to do even half of the smallest project we have so 
far undertaken. Projects do have natural boundaries. In Southwest 
Washington we have the Potomac River on one side, the Mall on 
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another, and South Capitol Street on another side. It is very seldom 
that a small one-block project can stand by itself, even in a smaller 
city. We don’t feel that this formula works either in small cities or 
large cities. 

In small cities the amount is so small the projects have to be cut 
down below a natural size, and in larger cities, where the amount is 
greater because of larger populations, the land costs are so great that 
you can’t do a decent job. We believe projects should be judged on 
their merits, on the basis of sound planning and what they will do for 
communities, and not on an artificial formula. 

Some cities which have a very fine head of steam now have run 
head on into this formula, and the dampening of their enthusiasm 
is a little less than tragic. I feel sure that the mayors who will 
speak to you in the near future will stress that point very greatly. 

Another point in the legislation which we strongly favor is lead- 
time for noncash local grants-in-aid. I refer to the provision in 
H.R. 2357 that the local grants-in-aid inaugurated within the 5-year 
period prior to the beginning of projects, be counted. We feel that 
that is a very important and fine provision. It will permit cities to 
tie in their public works programing with the actual undertaking of 
projects. Again, it is this timing difficulty on urban renewal projects, 
the length of time that it takes that has brought about this adminis- 
trative problem. Sometimes you start off with a school which is go- 
ing to serve an urban renewal project, and the urban renewal project 
becomes delayed a little while and the school just can’t be delayed. 

Funds have been set up ready to start production, and if it is de- 
layed, the school, in effect, is lost, or built somewhere else, and the 
local grant-in-aid is lost and the program thrown out of whack. We 
feel very strongly that this leadtime will result in good, sound 
planning. 

There is a proposal by the administration concerning a loan au- 
thorization which we feel will be an effective way of solving the 
problem of having enough loan funds to make this program work. 
The loan fund of $1 billion now, I believe, is being rapidly depleted 
and there may soon not be enough to go around. The administration 
has proposed that the loans be geared to the capital grant authoriza- 
tion, that there be enough loan authorization available to handle the 
projects for which capital grant committment are made. We think 
that is a sound proposal and would provide the loan funds which are 
necessary to carry out these projects. 

Actually, in the great preponderance of cases, we are able to use 
the loan authorization by the Federal Government to borrow from 
private sources so that there really is no Federal cash paid out under 
these loans for the undertaking of projects. 

We favor grants for the making of community urban renewal pro- 
grams. Actually, the planning of urban renewal projects must take 
place at a number of stages. You have to take a look at your entire 
city to see’ where your slums and blight are. You have to examine 
the feasibility of doing certain projects. Then large areas of blight 
are susceptible to definition as genuine urban renewal areas. Finally, 
projects come out of those which require detailed planning. 

So there are a number of steps, and we greatly favor these addi- 
tional planning programs, recognizing these first: planning steps that 
must be part of any sound local urban renewal program. 
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We do feel, however, that the administration has erred in leaving 
out grants for the feasibility surveys and advances for general neigh- 
borhood renewal planning. These are important parts in the over- 
all urban renewal planning picture, and the grants for community 
urban renewal planning will not take the place of these other two forms 
of assistance which are now in effect. 

We favor very much a liberalization of the so-called 10 percent 
exception for nonresidential projects. We favor this because there 
are many projects in cities with serious blight, related to residential] 
areas by proximity, but which are not eligible under the present 
statute, either because there is not enough money to go around or 
because they cannot. meet the “substantial residential” requirement, 
the requirement that there be a substantial amount of housing in the 
project area. 4 

I might say we have two of that type in Washington, and there are 
an increasing number around the country. The rebuilding of cities 
is work on a whole piece of cloth. Blighted areas are mixtures of 
commercial uses, industrial uses, residential uses. Planning consid- 
erations may dictate that a certain part be cut out first. This may 
be because there is a major expressway going through, or there may 
be a blighted industrial area that is having a very bad influence on 
a neighboring residential area. In those cases, the residential restric- 
tions, even for the 10 percent limitation, have proven to be ver 
serious, and have inhibited some of the best projects which might be 
undertaken in some of the cities of the country. We therefore favor 
a greater percentage of the grant and loan funds for nonresidential 
projects, and we favor dropping the requirement that there be a 
substantial amount of housing in the area. 

Our testimony goes into the question of public housing and the level 
of public housing. We feel that the pub lichotiairiy program is not 
operating at full steam, not only because the program level, the amount 
of funds made available, is inadequate, but for other reasons, too. We 
stressed those in our testimony last year. 

I might mention two. The first one is that our local housing au- 
thorities face a much more serious challenge in the tenants which they 
must take today than they faced perhaps 10 years ago. The need to 
rehouse families who are displaced from urban renewal projects and 
from highway construction is a much more serious job than merely 
picking the low-income families best suited to making a new adjust- 
ment in a new environment. 

In our project area B, here in Washington, the first one to be under- 
taken, 50 percent of the families—and they were the bottom 50 percent 
in income—were housed by the National Capital Housing Authority. 
Many of these families had serious social problems. Many of them 
were nice, but were extremely poor, and the large number of these 
lower-income families has, of course, made the management of these 
projects very difficult. I believe that the great number of our authori- 
ties in the country have risen to this challenge, but I think we must 
recognize that the challenge is there. At the same time I think that 
the Federal-local relationships have become much more difficult. 
There are some recommendations in our testimony for corrections 
which could have portiaps been made by changes in the administration 
of the program. They are necessary to clear up some of the unpleas- 
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ant and difficult features which have come about in the present Fed- 
eral-local relationships. These features stem, to some extent, from 
the annual contributions method of making Federal grants-in-aid 
available. 

Our testimony goes into this in some detail, and I would hope 
that Mr. Cox and Mr. Lange will help me in answering questions 
on this particular subject. I know that in 1937 the annual contribu- 
tions formula was hailed by students of taxation and Federal aid 
as an outstanding new procedure for handling the subtle problem of 
making available just the amount of Federal aid required to main- 
tain the low-rent character of these public housing projects. 

However, as time has gone by, many other factors have come into 
play, and this variable type of Federal aid has resulted in a Federal 

ooking over the shoulder of local authorities which has meant a 
scrutinizing of the most minute expenditures by independent local 
public agencies. The original and stated legislative intent to provide 
aid to independent local authorities has been vitiated. We have been 
very proud of the fine quality of the citizens who have joined local 
housing authority boards, and these people are becoming increasingly 
discouraged that their area of discretion and leadership has been 
refined and confined down to nothing. 

They feel that they are being treated as mere field officers of the 
Federal agency, and that has been another very important slowing- 
down operation in the public housing program. 

We have made a quick survey of the number of public housing 
units which would be immediately applied for during the next 4 
years, if there were a $600 million a year urban renewal program, 


and if the Federal highway program continues apace. The answer | 


is now roughly 290,000 units. 
We have recommended in our testimony that the 1949 public hous- 
ing authorization be reestablished. That would provide some 190,000 


units. It would go far toward meeting the need which will be caused \ 


by the highway me, og and by the urban renewal program. 

In summary, we feel that the two most important points that we 
stress in our testimony are a program level for urban renewal and 
for public housing which will be adequate to maintain the head of 
steam which we now have. In urban renewal we feel that an adequate 
program level and the end of rationing will be enough to send our 


cities full scale into rebuilding. In public housing we feel that an ‘ 


adequate program level is not quite enough, that certain other changes 
affecting the administration of the program are necessary if the pro- 
gram is to do the job for which it was intended. 

Thank you very much. 

Mr. Rarns. I have about two or three questions that I want to ask 
you gentlemen. 


The general principles that you have enunciated, John, concerning ' 


urban renewal, the majority of the members of this committee agree 
with you on, there is no doubt about that. The first question is you 
have already testified on the Senate side, of course? 

Mr. Seartes. Yes, sir. 

Mr. Rats. And in the Senate bill they have $350 million a year for 
6 years in the urban renewal grant program and over here we have 


$500 million for 3 years. Granting that possibly everybody who 1s | 
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interested in it would like to have $600 million for 10 years, and having 
already heard from the mayors, I was just wondering which you 
would prefer. Would you rather have $350 million a year for 6 years, 
or $500 million a year for 3 years ¢ 

Mr. Seartes. We would rather have $500 million a year for 3 years. 

Mr. Rats. All right, we will draw a red line around that when we 
go to conference with the Senate. 

Mr. Seartes. All right. 

Mr. Rarns. The other question has to do with the application of 
residual receipts of a public housing authority to the rapid amortiza- 
tion or payoff of the bonds. Now we were given a statement from 
the PHA and the Treasury had given them a statement saying that 
that kind of rapid payoff of debt would amount to a $570 million loss 
tothe Federal Treasury. 

It is difficult for us to understand that you would pay off what 
amounted to a mortgage in advance and then lose money on it. Can 
you comment on that ? 

Mr. Srartes. Yes, I think I can. We disagree with the premises 
in that Treasury memorandum with which we are familiar, and John 
Lang, our able executive director who also, I might say, has had 
investment banking experience, has made a little study of that and 
could give you more intelligent comment on that than I could. 

Mr. Rarns. We would be glad to hear from him. 

Mr. Lana. I don’t know how intelligent an explanation I can give. 
I will try to answer as best I can. I am familiar with the memo- 
randum from the Treasury Department to the PHA in response to a 
PHA inquiry which was based on certain assumptions. I have a feel- 
ing that the assumptions basically supplied were rather erroneous, 
and therefore I feel that the conclusions are not sound. 

In the first place, they maintain that, with the advance amortization 
planned under the proposed measure, the local authority would be 

rmitted to retain its residual receipts which represent the difference 

tween the project income and operating expenses, that is, the excess 
of rental income over operating expenses. 

Those residual receipts are to be applied to advance amortization 
of bonds. By permitting them to do so, instead of as under the pres- 
ent formula, reduce the annual contribution, the Federal Government 
claims it would have to borrow more money to pay off the full maxi- 
mum annual contributions. 

In so doing, they would have to pay the going Federal rate or at 
least what they would have to pay out in interest. The Treasury 
memorandum states that it costs about 314 percent for the Federal 
Government to borrow that additional money, at the same time per- 
mitting the local authority to pay off bonds in advance bearing an 
interest rate of 214 percent. 

Obviously, if people borrow at a higher rate to pay off lower rate 
loans, it is going to cost them more money. But the premise upon 
which they say this exchange is to take place is the assumption that 
the local authority will immediately apply those residual receipts by 
calling in the last maturities, which have the test yield. 

Generally most of those bonds sold earlier bear 214 percent interest 
rate but yield up to 3.55 percent interest. 
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Now, the assumption is that they would pay off the bonds im- 
mediately and if they call the bonds they have to pay par plus a 
premium. It is true that it would cost more money if they followed 
that practice, but that isn’t the only alternative available to the lo- 
cal authority in an advance amortization program. 

An alternative that they could use is to buy their own bonds on 
the market, at the market rate, which would not be at par, but some- 
thing less than that, if they buy the last maturities. recent check 
of what those bonds are selling for would indicate that, if they liqui- 
dated those bonds now, with maturities of 25 years from now, the 
214 percent bonds would be yielding 3.55, which is slightly more than 
the 314 percent at which the Federal Government borrows money. 

With that in mind, if their own local authority bonds were avail- 
able, they could buy them in the local market. There would be no 
additional cost to the Federal Government as a result of that ex- 
change. 

A second alternative would be, and the bill permits this, either to 
amortize immediately by paying off the bonds or put the residual re- 
ceipts in a sinking fund for future purchase of bonds, when the bonds 
mature. Obviously, if they took the same amount of Federal funds 


and deposited it in a sinking fund to hold for the most expeditious , 


time to make. the best trade, even if kept to the full maturity, that 
money could be and properly should be invested in Federal securities 
bearing the same interest rate as the cost of money to the Govern- 
ment. It is merely an exchange. 

So, on that premise, with the exception of a very slight amount, 
there would be a balancing off of the interest cost and I would say 
that the additional interest cost would actually be practically nil for 
the Federal Government. 

Mr. Rarns. In other words, what. it would depend on to arrive at 
the conclusion which Mr. Slusser apparently arrived at, you would 
have to assume the first assumption that you made in order to arrive 
at that conclusion, and you could take either of the other two assump- 
tions which you have here made and arrive at a different. conclusion ; 
isn’t that correct? 

Mr. Lang. Definitely so. Now, they maintain that differential in 
interest cost to the Federal Government would run in the neighbor- 
hood of $370 million. The other part is that they use the current 
annual contributions amount that the Federal Government pays to 
the whole program. For the fiscal year 1958 it was $121 million. For 
the same period the amount of residual receipts was $22.2 million. 
Projecting that over the balance of the 40-year period they come up 
with a figure of $570 million cost to the Federal Government, of which 
$370 million is attributed to the additional interest cost on that other 
assumption. 

The balance they attribute to the residual receipts that would be 
available to the Federal Government for the reduction of annual con- 
tributions in the last years of the period in which they have an annual 
obligation to pay contribution. The assumption is that the residual 
receipts would approximate something in the neighborhood of 19 
percent of the maximum annual contribution. 

Well, this also I consider a rather false premise, because the facts 
are that over the past 6 or 7 years, and the administration’s own 
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forecast of annual contributions requirements anticipates this, there 
has been a reducing rate of residual receipts. Residual receipts have 
declined over the last several years, and by the time you get to 30- or 
40-year period, it would practically be nothing because, obviously, 
the additional funds that would be available to the local authority 
would be needed for those projects. 

They would be getting older. They will need more maintenance, 
more replacement. There is a certain degree of obsolescence that 
sets in, even in properties that are well taken care of, because of new 
devices that are developed, and so on, 

So to assume that there will be the same level of residual receipts 
is, I think, completely erroneous and the actual facts and experience 
over the last 6 or 7 years does not bear that out, nor do their forecasts 
for the next 2 years bear that out. 

Mr. Rains. You mean the PHA’s forecast ? 

Mr. Lana. That is right. 

Mr. Rarns. Mr. Cox, how many members of the local housing 
authority do you have in the city of Norfolk? 

Mr. Cox. Five, and that number is fairly standard. 

Mr. Rains. What are their names and what are their businesses ? 

Mr. Cox. The chairman is Mr. Charles Kaufmann; he is a practic- 
ing attorney. However, he is also interested in many business activi- 
ties. He is a director of our largest bank, director of our largest build- 
ing and loan, director of Norfolk newspapers, and of Richmond news- 
papers, and of some 40-odd commercial firms up and down the entire 
Atlantic seaboard. He has also been awarded the first citizenship 
award for outstanding service to the community. 

Our vice chairman is the president of the second largest real estate 
firm and has a long list of civic contributions also. Of the other three 
members, one is the past mayor, an automobile distributor, past head 
of our community chest—this is true of four of our five members— 
brother of the president of the University of Virginia, a respected 
gentleman. 

Another member is a retired lumber dealer who devotes all of his 
time now to civic endeavors and is quite interested in our program, as 
he is in other activities in the community. 

The fifth member is the president of the largest shipbuilding firm in 
our community and he, too, is an outstanding business leader and civic 
leader. 

All of these men are substantial citizens. They are substantial tax- 
payers on the local, State, and National level, and incidentally, all of 
them have equal concern for the expenditure of the public dollar as 
any taxpayer. 

Mr. Rats. I ask you that because I remember back in 1949 that we 
heard some charges that housing authorities were communistic; that 
public housing was communistic. We can differ about it, but I don’t 
like to see all of those catch phrases. I remember that you brought 
some of those outstanding businessmen along with you to the commit- 
tee hearing and I point that up to the committee and in the record 
because Mr. Slusser in his testimony seemed to be afraid that it would 
be dangerous for businessmen of that type to start setting a budget 
within statutory limitations set by the Congress for local housing 
authorities. 
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Do you think those men would be the type men that would set a 
budget certainly under statutory limits within reason that could be at- 
tained, approved, and substantiated ? 

Mr. Cox. Why certainly, and furthermore they feel that they are 
the representatives of the community to see that these programs are 
run effectively and efficiently and accomplish the purposes of the legis- 
lation, and they are somewhat dedicated to it. This board that I speak 
of, Mr. Chairman, is no better and no worse than the average one 
around the country. It is just typical of who we have in the average 
American city running these programs, thoroughly capable in every 
sense, intelligent and capable to do the best kind of job for the public, 
T would think. 

Mr. Rarns. Mr. Addonizio. 

Mr. Apponizio. I only have one question, Mr. Chairman. 

Mr. Searles, I have said here over the past few days from time to 
time that in my judgment in order to have a proper housing program, 
I thought that it was necessary to have some additional public housing 
units authorized by this committee. 

Now, you know that the administration has not asked for any addi- 
tional units. I noticed in your remarks that you indicated that you 
wanted this committee to restore the authorization under the Housing 
Act of 1949. 

Now, what evidence do you have that additional public housing 
units are needed ? 

Mr. Searxes. Well, as I mentioned, sir, we can arrive at that in two 
ways. The first way is the number of families that we know are 
going to be displaced in the next half dozen years, either by express- 
ng programs or by urban renewal programs or by a combination of 

e two. 

Mr. McDonovueu. What is that number ? 

Mr. Seartes. We figure that number is in excess of 300,000 families. 
We also have a telephone check which we made to various cities in 
the country. It was in no way complete. We asked for the amount 
of new public housing that they felt was going to be required to be 
added to their supply in the next 4 years. That survey produced 
290,000 units. 

Another way of getting at it is that the city of Washington is 
characteristically about 1 percent of the urban renewal and public 
housing area in the country. We know our figures here and we need 
about 5,000 additional public housing units, over and above turnover, 
to take care of our displacement program during the next 6 years. 

That will produce a figure of 500,000 as the need. That is about 
40 percent of the families to be displaced. It allows for a liberal 
figure of turnover and graduation of some public housing families 
into nonsubsidized accommodations. 

Mr. Apnponizio. One other thing comes to my mind as I sit here, 
and that is from time to time some of these witnesses have talked about 
the provisions of the public housing title as it pertains to rents and 
income. I was wondering whether you would care to discuss that 
phase of the problem for a moment ? 

Mr. Seartes. I would appreciate it, sir, if you would let me draw 
on my colleague, Mr. Cox, and his large experience in the field. 

Mr. Apponizio. All right. 
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Mr. Cox. Sir, I am not entirely sure just exactly what you have in 
mind, but within statutory limitations each community should be 
allowed to fix the incomes to meet the needs of that community. —___ 

Now, the ceiling for a low-income family would not be identical in 
Newark with, let us say, Gadsden, Ala. I don’t know what the dif- 
ference would be. It may be higher in Gadsden or higher in Newark, 
but it is based on the need for getting adequate housing in that com- 
munity. ; 

There is no reason to assume that Federal Government economists 
and employees can move into a city and analyze the picture in that 
community so as to come up with a better answer as to what those 
ceilings should be than the people who live with and understand and 
know the facts of the community. I am not sure that this is a com- 
plete answer to your point. : 

Mr. Apponiz1o. That, is fine. Thank you. No further questions. 

Mr. Rains. Mr. McDonough. 

Mr. McDonoveu. No questions, thank you. 

Mr. Rarns. Mrs. Sullivan. 

Mrs. Sutiivan. No questions. 

Mr. Rarns. We want to thank you gentlemen for appearing and we 
appreciate your help throughout the years in trying to write a good 
housing bill. We are mighty grateful to you. 

(The complete statement 1s as follows :) 


STATEMENT OF JOHN R. SEARLES, JR., PRESIDENT, NATIONAL ASSOCIATION OF 
HovusING AND REDEVELOPMENT OFFICIALS 


Mr. Chairman and members of the committee, I am John R. Searles, Jr., 
president of the National Association of Housing and Redevelopment Officials. 
I am also Executive Director of the District of Columbia Redevelopment Land 
Agency. I appreciate very much the opportunity to appear before you to present 
the legislative recommendations of our association with respect to urban renewal, 
public housing, and related programs. 

The National Association of Housing and Redevelopment Officials is a private, 
nonprofit professional association founded in 1933. It comprises civic leaders 
and public officials interested in the improvement of public administrative 
practices in housing and urban renewal, and in the achievement of a healthful 
living environment for every American family. The members of our association 
are largely those who administer the low-rent public housing and urban renewal 
programs in communities throughout the United States. They are concerned 
with all the problems of planning, financing, building, and managing housing for 
low-income families, and with slum clearance, redevelopment, housing rehabili- 
tation, neighborhood conservation, and the enforcement of minimum housing 
standards. 

Our association is gravely concerned with the setback to housing and urban 
renewal resulting from the failure last year of important legislation essential 
to the continuation and expansion of existing urban renewal and housing pro- 
grams. It is all the more important, therefore, that omnibus housing legislation 
be enacted early this year. We are most gratified that the Congress is making 
housing the first order of legislative business in this session. 

This association has given considerable attention over the years to developing 
policy and program recommendations which it is confident and convinced will 
enable the country to achieve the objectives of the national housing policy. The 
current statement of our views is contained in the program resolution adopted 
at the annual meeting of the association on October 15, 1958. This resolution is 
incorporated in this statement as an appendix. I should like to elaborate on 
some of the pertinent recommendations in the resolution in relation to Congress- 
man Rains’ bill, H.R. 2357; the administration bill, H.R. 3319; and other bills 
now before the committee. 
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URBAN RENEWAL 


About a year ago, the then president of this association told this committee of 
the tremendous surge of interest throughout the country with respect to urban 
renewal. He advised you that urban renewal had come to be recognized in many 
more of our Communities by political, business, and civic leaders as the best means 
yet devised to save the vast human and economic resources which are our great 
urban centers. 

All of us felt then that we were on the threshold of an era of exciting accom- 
plishment in the battle for a slumless America. We anticipated that this tre- 
mendous momentum for urban renewal would be sustained by the provision of 
an adequate level of Federal capital grant obligational authority on a continuing 
basis and accelerated further by increased local effort. 

Contrast our expectations of last spring with what has occurred since. The 
failure of housing legislation in the last session of the Congress and the imposition 
of restrictive administrative policies—particularly the formula for rationing 
capital grant obligational authority—have brought the momentum for the pro- 
gram toa halt. 

These conditions have prevented communities from properly planning and 
programing essential urban renewal activities. An effective program can result 
only if each community has the assurance that capital grant authority will be 
available in sufficient quantity at the time it is prepared to undertake an urban 
renewal project. 

We are, of course, encouraged by the recognition of the concept of a “continuing 
basis” for the urban renewal program contained in H.R. 3319, the administration 
bill. But neither the administration proposal for a 6-year program nor the 
administration’s recommendation for the amount of new capital grant obligational 
authority in any 1 year are sufficient to meet essential urban renewal needs. 

The administration’s completely inadequate proposed program level and its 
scheme for reducing the Federal share of the cost of urban renewal, coupled 
with its ill-advised system of rationing capital grant authority, would make 
it impossible to arrest and reduce the spread of slums and blight throughout the 
country. 


Program level 

Many discussions of the amount of capital grant obligational authority which 
should be provided for the urban renewal program are predicated on the indica- 
tions of the demand as determined by the actual volume of applications to the 
Urban Renewal Administration or the results of surveys which report the in- 
tentions of localities with respect to the filing of applications over the next 
decade. At best, however, these measure only a part of the need for Federal 
financial assistance for the program and establish only a minimum program level 
below which the program should not be permitted to fall. 

It is essential that the Congress provide a program level not only sufficient to 
permit expansion of urban renewal activities in cities that are already partici- 
pating in the program but also sufficient to provide for the many localities in 
the initial stages of developing their urban renewal programs and for the com- 
munities that will inevitably turn to urban renewal as the only real tool now 
available for arresting blight and eliminating slums. 

We believe that the program level for urban renewal should be set in relation 
to the objective of eliminating slums and blight from all of our urban areas 
within our lifetime. In this context, a 10-year, $600 million a year program rep- 
resents the absolute minimum necessary for a good start toward permitting our 
cities to eliminate their residential slums and blighted areas and prevent their 
recurrence within our lifetime. 

Rationing of capital grant funds 

At this point it is necessary to comment on the disastrous effect on the urban 
renewal program of the rationing of capital grant funds under the forinula in 
HHF4’s local public agency letter No. 157. This rationing has caused a tragic 
cutback in the urban renewal program across the country. It is crippling cities 
and will cost the country some of the finest projects which should be undertaken. 
Its only possible justification: if the program is to be kept at the level of a 
meaningless trickle, more cities will be able to get ineffective drops. If for some 
drastic emergency reason it were necessary to cut the program way back, a 
few good projects would be better than a greater number of inadequate projects. 

The rationing of capital grant funds has had a tremendous psychological 
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effect on project planning because it is preventing localities from planning bold 
and imaginative projects. 

Here in Washington we have planned a 10-year program for eliminating slums 
and blight in the so-called wickedest precinct, a 900-acre tract in the shadow of 
the Capitol. Under the rationing procedure, it will take 25 years to eliminate 
slums and blight in this area. During this 25-year period, capital grant funds 
would not be available to assist us in eliminating slums and blight in any other 
parts of Washington. 

If the niggardly program level recommended by the administration and the 
restrictive rationing formula had been in effect when we began planning our 
550-acre southwest redevelopment area, it Would have taken us 16 years merely 
to fully plan the area. In contrast, we will complete both the planning and 
the redevelopment of the southwest in considerably less time than this. And 
we will do it far more efficiently and economically than would have been pos- 
sible on a piecemeal basis. 

In order to assure the elimination of the rationing formula and similar ad- 
ministrative policies eroding the urban renewal program, NAHRO supports the 
provisions of section 403 of H.R. 2357 prohibiting limitations on the amount of 
financial assistance to localities (except as provided by law), requiring the 
processing of applications in the order of their receipt, and prohibiting limita- 
tions on the size of projects meeting other requirements of title I. 


Federal share of net project cost 4 

Section 304 of the administration bill would increase the local share of the 
net project cost of an urban renewal project from one-third to 50 percent over 
a 4year period. Coupled with the other administration proposals for a nominal 
increase in capital grant obligational authority and the substitution of planning 
grants for planning advances, a reduction in the percentages of Federal finan- 
cial assistance will further delay, perhaps permanently stunt, growth of the 
program to the magnitude essential for real progress toward the goal of a slum- 
less America. 

I need only recite some of the financial problems with which American cities 
are faced today—declining tax bases, limited tax sources, substantial increases 
in the costs of providing essential municipal services, the necessity for pro- 
viding new types of municipal services, and the demands of municipal growth— 
to explode the myth that our cities, or our States for that matter; can, or even 
should, absorb a greater proportionate part of the cost of urban renewal. 

The Federal-local sharing formula is the price tag which the Federal Govern- 
ment places on local participation in urban renewal. By raising the price, a 
substantial number of communities—many of those who are most in need of an 
aggressive urban renewal program—will either be priced out of the program 
completely or unable to buy as much of it as they need. 

Let us examine the price tag which the Federal Government has placed on 
another vital program. In connection with the Interstate Highway System, the 
Congress has assessed the relative capacities of the Federal and State and local 
governments at 90 percent and 10 percent, respectively. It is no argument to 
say that this is not relevant to urban renewal since the Federal highway pro- 
gram is financed out of a special fund. We are not here concerned with the 
source of the Federal funds, but with what is considered an appropriate bal- 
ance between the financial abilities of the respective levels of government. 

Nor is it valid to argue that the highway program involves a greater degree 
of Federal “interest” than does urban renewal. Hither the rebuilding of our 
cities and the provision of adequate housing and suitable living environments 
are valid objectives of Federal policy or they are not. The Congress decided 
this fundamental question when it passed the Housing Act of 1949. 

A realistic appraisal of the magnitude of the urban renewal problem and the 
very limited financial resources of our communities leads NAHRO to believe 
that any change in the Federal-local sharing formula should involve an increase 
in the Federal share of net project cost. Of course, an increase in the Federal 
share would necessitate a proportionately larger annual level of capital grant 
obligational authority in order to maintain activity in the program at rela- 
tively the same volume as contemplated under a $600 million annual program 
on a two-thirds Federal, one-third local basis. 


Planning advances versus planning grants 


NAHRO strenuously opposes the proposal in section 307 of H.R. 3319 for sub- 
stitution of planning grants for planning advances. The effect of such a pro- 
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posal, if adopted, would be to preclude many communities from participating in 
the program because of their inability to finance, during the planning stage, 
any part of project planning activities. Certainly, the urban renewal program 
should receive the same kind of planning assistance as is available for the 
advance planning of public works under section 702 of the Housing Act of 1954 
and earlier statutory authority for the shelf of planned public works. 


Nonresidential redevelopment 


We have come to recognize that a great deal of urban blight begins in the 
very heart of our cities in areas which contain few, if any, substandard dwelling 
units. These are the areas of structurally deteriorated and functionally obso- 
lete office buildings, factories, stores, and warehouses. They drain the economic 
resources of our cities and preclude the provision of decent living and working 
environments—no matter how effective and complete are our efforts in providing 
good housing. Such cities as New Haven, Newark, Baltimore, Norfolk, Kansas 
City, Chicago—to name only a few—are now turning to the rebuilding of their 
downtowns. 

The Housing Act of 1954 provided initial recognition that the urban renewal 
process must be made sufficiently flexible to permit our cities to deal with com- 
mercial and industrial blight and to effectuate broad plans for rebuilding their 
cores. The authority contained in the Housing Act of 1954 for the use of up 
to 10 percent of all capital grant authority for so-called nonresidential excep- 
tion projects provided a very limited means with which to deal with areas not 
now predominantly residential and for which the appropriate reuse is 
nonresidential. 

Complete elimination of the requirement that an urban renewal area must be 
clearly predominantly residential unless the area will be redeveloped for pre- 
dominantly residential use, would provide a mechanism for effectuating urban 
renewal in its broadest sense. It would leave to each community the deter- 
mination of priorities with respect to its urban renewal problems and permit 
the community to schedule its essential urban renewal activities accordingly. 

In this connection, I would like to comment on the proposal in section 311 of 
H.R. 3319 for a program of loans, but no grants, for commercial and industrial 
redevelopment projects. This proposal provides a limited mechanism for deal- 
ing with nonresidential blight. The same economic facts of life which necessitate 
a writedown for the clearance of residential slums apply to commercial and 
industrial slums as well. Therefore, such a loan program is not an acceptable 
alternative to the elimination of the predominantly residential requirement or 
the liberalization of the nonresidential exception project authorization now 
in the act. 

Short of complete elimination of the predominantly residential requirement, 
NAHRO urges an increase from 10 to 25 percent in the aggregate amount of 
capital grants which may be used for nonresidential exception projects, and as 
provided in section 408 of H.R. 2357, elimination of the requirement that the 
area contain a substantial number of slum dwellings. This substantial resi- 
dential requirement has resulted in cumbersome administrative procedures and 
hairline administrative decisions which obscure the objectives of eliminating 
slums and blight in whatever form they may be found. 


Loan authorization 


Serious limitations on the urban renewal loan authorization exist with respect 
to the total aggregate of loans that may be outstanding at any one time and with 
respect to the amount that may be outstanding in any one State. To alleviate this 
situation, NAHRO supports section 303 of H.R. 3319 which would eliminate the 
ceiling on the aggregate amount of loan commitments which the administration 
may make to local public agencies for the costs of carrying out projects. 


Early acquisition 


There is a necessity for a means, where permissible under State enabling legis- 
lation, for a local public agency to commence those project execution activities 
which are not dependent on the existence of an urban renewal plan and which 
can proceed simultaneously with the preparation of the plan. These include 
such activities as land acquisition, relocation, and demolition. NAHRO advo- 
eates section 402 of H.R. 2357 permitting the making of temporary loans, in 
advance of the capital grant, in order to finance such project activities. 
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Community renewal programs 


NAHRO supports the provisions of section 403 of H.R. 2357 for the making of 
planning grants to communities for the preparation or completion of community 
renewal programs, intended to identify and measure slums and blight in the 
community, evaluate the resources of the community for undertaking urban 
renewal activities, and permit the scheduling of specific urban renewal projects. 

Section 306 of the administration bill would also provide for community re- 
newal programs but would eliminate assistance for the preparation of general 
neighborhood renewal plans and the undertaking of feasibility surveys. We are 
opposed to this provision. The same considerations warranting their inclusion 
in the act, by amendments in the Housing Act of 1956, justify their retention. 


Covenants on land sold to Federal agencies or District of Columbia 


We favor the provisions of section 404 of H.R. 2357, which would permit Federal 
agencies or the District of Columbia to purchase land in urban renewal areas 
subject to substantially all of the covenants that are placed on other redevelopers. 


Relocation payments 


Under the present statutory language, individuals, families, and businesses 
displaced from an urban renewal area are not eligible for relocation payments 
where their displacement results from the activity of a public body other than 
the local public agency (as for example, where acquisition of a highway right- 
of-way within an urban renewal area is by the highway agency) and where dis- 
placement results from code enforcement or voluntary rehabilitation in the 
urban renewal area. 

This has created a situation in some communities whereby some displacees 
within an urban renewal area are receiving relocation payments and their 
neighbors across the street, or even in the same block, are not. To correct this 
inequity, NAHRO supports the provisions of section 405(a) of H.R. 2357 ex- 
tending eligibility for relocation payments to all individuals, families, and busi- 
nesses displaced from an urban renewal area pursuant to an urban renewal 
plan. 

NAHRO also supports section 405(b) of H.R. 2357, which would increase 
from $100 to $200 the maximum relocation payment for individuals and families 
and from $2,500 to $3,500 the maximum relocation payment for businesses. 


Simplification of urban renewal plan 


Increased program activity is in large part dependent upon our ability to 
simplify the urban renewal process and reduce the time required to get projects 
from planning into execution and through execution to completion. Section 407 
of H.R. 2357 would produce a material reduction in this “lead” time by permit- 
ting the Administrator to simplify the required contents of an urban renewal 
plan. NAHRO supports this proposal. 

Noncash local grants-in-aid 

Legislative changes are necessary to facilitate financing by localities of their 
share of the cost of urban renewal projects through the liberalization of certain 
requirements with respect to noncash local grants-in-aid. The provision of 
public improvements and facilities is the means whereby many communities are 
able to meet all or a substantial part of their local grants-in-aid requirements. 

Unfortunately, many communities are unable to delay the provision of such 
public improvements and facilities until the start of an urban renewal project 
in the area in which they are located. The accumulated backlog of public works 
needs in these communities often dictates the start of these improvements and 
facilities while the community is setting up its urban renewal program or is 
engaged in urban renewal activities elsewhere in the locality. 

NAHRO, therefore, supports section 409(b) of H.R. 2357 which would estab- 
lish the eligibility as noncash grants-in-aid of public improvements and facil- 
ities, and construction of which commenced not more than 5 years prior 
to the loan and grant contract for the project to which such improvements and 
facilities are related. Such a change would permit a much more efficient coordina- 
tion of local public improvements expenditures and urban renewal projects. 
Present requirements put a straitjacket on such synchronization. 

We also support section 409(a) of H.R. 2357 making eligible, as noncash 
local grants-in-aid, public improvements and facilities financed by revenue bonds 
payable from charges collected by all users of the improvement or facility in the 
municipality. 
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Provisions common to H.R. 2357 and H.R. 3319 

NAHRO supports the following provisions which are contained in both the 
Rains and administration bills: Section 401 to H.R. 2357 and section 301 of H.R, 
3319, encouraging the use of State agencies to assist urban renewal programs in 
smaller communities ; section 403 of H.R. 2357 and section 305 of H.R. 3319 au- 
thorizing the repayment of uncollectible advances out of urban renewal funds: 
section 410 of H.R. 2357 and section 312 of H.R. 3319, making interest on funds 
advanced by a locality eligible as an item of gross project cost; and section 411 
of H.R. 2357 and section 313 of H.R. 3319, making uniform the date for 
ocuneaent tt the application of the “going Federal rate’ to urban renewal 
projects. 


Definitive loan interest rate 

NAHRO urges the Congress to correct a situation which has materially limited 
the use of definitive loans as a means of effecting the leasing of project land— 
‘an appropriate and desirable method of land disposition under certain circum- 
‘stances. It is extremely difficult to negotiate with potential. redevelopers re- 
specting the terms of a lease when the interest rate is not known. Under exist- 
ing law, the definite loan interest rate is not established until the time of 
approval of the definitive loan contract. The definitive loan interest rate should 
be established at the time of the loan and grant contract. 

In addition, the interest rate for definitive loans should be established on the 
basis of the current average yields on outstanding marketable obligations of the 
United States of comparable maturities as of the last day of the month pre 
ceding the issuance of such obligations, in lieu of the present practice which 
combines the existing statutory provision with an administrative ruling to pro- 
duce a profit to URA at the expense of facilitating the use of definitive loans. 


Real estate tar payments and credits 

We would like to invite the attention of the committee to a matter in which 
the clear intent of the Congress, as we view it, is not reflected in the admin- 
istration of the act. This concerns the provisions of section 110(e) with respect 
to real estate tax payments and credits. 

HHF A now permits such payments or credits covering both land and buildings 
only with respect to improved property. No payments or credits are permitted 
for unimproved property and payment or credits on improved property are re- 
quired to be terminated at the end of the tax period in which the improve- 
ments are demolished. 

We believe that the Congress, in enacting the tax payments and credits pro- 
vision of section 110(e), intended that such tax payments or credits be allowed 
on all acquired property, improved and unimproved, so long as such property 
is held by the local public agency. If this understanding is correct, we urge 
that Congress make clear to HHFA that such payments and credits apply to 
unimproved property and to property from which the improvements have been 
removed, so long as title thereto remains in the local public agency. 


URBAN PLANNING 


The urban planning assistance program is facing some of the same serious 
program limitations that fact the urban renewal program—the lack of funds 
for carrying out a dynamic program and the imposition of a restrictive formula 
for rationing funds. To eliminate these limitations, NAHRO urges an increase 
from $10 million to $25 million in the total authorization for urban planning 
grants, 

NAHRO supports. the provisions of section 413 of H.R. 2357 which would 
permit urban planning grants to be made to an agency designated by the gov- 
ernor in a State where no planning agency exists; increase from 25,000 to 
50,000 the maximum population of cities eligible for urban planning grants; 
and extend the scope of the program to adjacent communities having a total 
population of less than 50,000 and haying common urban planning problems 
resulting from rapid urbanization. 

NAHRO also supports the making of urban planning grants directly to cities 
having a population of less than 50,000 except where the State planning agency 
certifies that such grants would preclude or impede metropolitan or regional 
planning in the metropolitan or regional area of which a city is a part. 
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PUBLIC HOUSING 


Last year, the association presented and supported a number of recommenda- 
tions for legislative changes which would go a long way toward meeting more 
effectively the needs for which the low-rent public housing program was estab- 
lished by the Congress. These recommendations were in keeping with chang- 
ing social and economic circumstances and were also supported by numerous 
national and local public interest groups. It-is gratifying that this committee 
is now considering proposals which incorporate many of these recommendations. 
We should like to comment upon these proposals and suggest consideration of 
additional items which we believe would make the public housing program even 
more effective. 

The provisions of H.R. 2357 go a long way toward putting the public housing 
program in a better perspective by placing the responsibility for operation of 
the program in the hands of local housing authorities where it appropriately 
belongs. With the relief from too much detailed and unwarranted Federal 
supervision and control and the flexibility for operation provided in H.R. 2357, 
the public housing program, under demonstrated responsible local leadership, 
will move forward and serve more effectively the needs of low-income families 
who cannot afford decent private housing. 


Policy statement 


In addition to granting greater local responsibility for program operations, 
including preparation of budgets and control of expenditures, the statement of 
policy incorporated in section 601 of H R. 2537 should be expanded to include 
a provision which gives local housing authorities greater flexibility in opera- 
tions by providing, under certain conditions, for the purchase of home by over- 
income families or continued tenancy at a nonsubsidized rent if private hous- 
ing is not available to them. We recommend that the policy statement be fur- 
ther expanded to incorporate a statement facilitating the acquisition and use 
of existing housing for low-rent purposes, encouraging projects planned as 
parts of appropriate and well-protected neighborhoods, discouraging projects 
so large as to constitute communities of our economic class, and authorizing 
project densities consistent with sound planning. 

It is important that the basic legislation encourage creative design and the 
use of advanced construction methods and materials. The public housing pro- 
gram is suffering from the monotony that is inevitable when inflexible stand- 
ards as to space, building types, materials, and facilities are imposed through 
Federal specifications. Local housing authorities should be granted greater 
latitude for experimenting with various building types, space standards, use 
of materials and facilities, without the arbitrary administrative imposition of 
rigid standards or cost ceilings. Plexibility must also be introduced into the 
site selection process, so that, where feasible, single or duplex structures can 
be used on scattered sites. 


Central administrative office facilities 


Under present legislative provisions, a local housing authority which is also 
the local public agency for urban renewal purposes, may provide, in an admin- 
istration building financed as part of a low-rent housing project, sufficient fa- 
cilities for its administrative functions in connection with the urban renewal 
program and charge an economce rent to the urban renewal program for such 
additional use. In cases where the two local agencies are separate legal en- 
tities but have a combined central office administrative staff, the same arrange- 
ment is not possible. We support section 602 of H.R. 2357 which would permit 
this arrangement to be extended to all communities having combined central 
office administrative staffs. 


Establishing rents and income limits 


We are pleased to see that section 603 of H.R. 2357 grants to local housing 
agencies the authority to establish within certain limitations rents and income 
limits for admission and continued occupancy. To prevent competition with 
private enterprise, rents for public housing, except in cases of families dist -ced 
by governmental action, have been kept and would continue to be kept » der 
this bill at 20 percent below those for which private enterprise is providing a 
substantial supply of decent, safe, and sanitary housing either through new con- 
struction or in available existing structures. A 10 percent differential for regu- 
lar families and exclusion from the 10 percent requirement for first preference 
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families is more realistic. We support the adoption of section 603 with this 
slight change. 


Public housing on urban renewal sites 


At the present time, if public housing is built in an urban renewal area assisted 
under title I of the Housing Act of 1949, the community is required to make a 
duplicate contribution—normal local tax exemption under public housing pro- 
visions and a local grant-in-aid under title I. To facilitate the use of sites for 
public housing within urban renewal areas through elimination of the dupli- 
cate local contributions, we support sections 406 and 604 of H.R. 2357. 


Fized annual contributions 


We recommend the adoption of section 605 of H.R. 2357 which will permit the 
payment to local housing authorities of full fixed annual contributions, the en- 
tire amount of which will apply to reducing the debt service of a project; allow 
residual receipts (excess of rental income over operating costs and operating 
reserves requirements) to be applied to advance amortization of outstanding 
indebtedness ; require independent audits to be made by State officials or in- 
dependent certified public accountants or by the Public Housing Administration 
at option of the local housing authority ; and preserve the power of the General 
Accounting Office to make postaudits. 


Restoration of full authorization 


' We strongly recommend a revision to section 606 of H.R. 2357 which would 
provide for the restoration of the full authorization for public housing subsidy 
contained in the Housing Act of 1949 and eliminate year-to-year limitations. 
Communities attempting to gear up to all their public housing needs, including 
the relocation of families displaced from urban renewal areas or as a result 
of other governmental actions and the housing of other eligible low-income 
families, would then be able to develop reasonably long-range programs for 
meeting their needs, without the present stop-and-start limitations that have 
hampered the program since the initial authorization 10 years ago. Such a 
continuing concept is important in revitalizing the public housing program and 
in making it a useful part in the array of vehicles to solve the housing program 
of the Nation. . 

Standardizing payments for services 

In return for acceptance of payments in lieu of taxes, the local governing body 
in its cooperation agreement with the local housing authority agrees to furnish, 
without cost or charge, to the local authority and the tenants of the project, 
public services and facilities to the same extent and of the same character as 
are furnished without cost or charge to other inhabitants in the city. At the 
time many earlier cooperation agreements were executed, the cities provided 
without charge such services as sewage disposal and garbage, trash, and ash 
collection and disposal. Subsequently, many cities, because of increasing de 
mands for municipal services and need for additional revenue, have instituted 
a system of separate charges for sewage disposal and garbage collection. It 
is not possible for the local housing authority to make appropriate payments 
for these services because the earlier cooperation agreement requires the city 
to continue without charge whatever services were provided on the date of 
execution of the agreement. 

On the other hand, agreements entered into subsequent to May 1950 are 
sufficiently flexible in their provisions to accommodate changing municipal prac- 
tices with regard to charges. As a result, the local authority is able to pay 
charges where normally levied against other inhabitants or dwellings for some 
projects developed more recently, but cannot do so for those covered under the 
earlier agreements. 

We support section 607 of H.R. 2357 which will permit a local authority to 
pay uniformly the’ cost of public services and facilities furnished by the local 
government to low-rent public housing projects under its jurisdiction. 


Sales of dwelling units to tenants 


In keeping with the earlier proposed revisions to the statement of policy, 
we heartily support the addition of a section to H.R. 2357 which would author- 
ize local housing authorities to sell dwelling units where feasible to families 
whose incomes have risen enough to warrant their purchase. The purchaser 
under an economically sound financial plan would be required to pay full local 
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taxes, amortize the full purchase price of the home, and pay interest at a rate 
equivalent to the cost of money to the local housing authority. It is additionally 
recommended that the provision assure that the proceeds of sale of units will 
be used for replacement public housing units to avoid diminishing the local 
supply of low-rent public housing. 

Where sale of dwelling units is not feasible the local authority would be au- 
thorized to permit overincome tenants to remain in occupancy at unsubsidized 
rents upon determination by the local authority that private units are not 
available at rents or sales prices which such tenants can afford. 


Use of existing building for low-rent housing 


In keeping with the proposed additions to the statement of policy, we support 
the addition to H.R. 23857 of a section which would amplify the present power 
to acquire and rehabilitate existing buildings for low-rent housing use. 


Repeal of restrictive provisions 


We support the addition to H.R. 2357 of a section which would remove the 
unwarranted restrictions imposed upon the public housing program, especially 
the so-called self-liquidating provision under which local housing authorities 
would be required to pay over to the Federal Government and local govern- 
ments, according to their respective contributions, all of the residual receipts 
from their low-rent housing operations after their capital indebtedness is amor- 
tized. The present provisions result, in most cases, in continued Federal super- 
vision and control over local operations for literally more than 100 years beyond 
the date of complete retirement of their bonded indebtedness. 


Evisting contracts 


We support the provisions of section 608 of H.R. 2357 which would permit 
local housing authorities to amend their contracts to take advantage of the re- 
vised provisions of the legislative proposals when adopted. 


MIDDLE-INCOME HOUSING 


The housing needs of middle-income families in most areas of the country are 
not being met today in any substantial way. “Middle income” can best be 
identified as the economic sector of our population just above income limits for 
public housing and up to the income level for which a volume supply df decent 
private housing is being produced. This varies depending upon the character- 
istics of each locality in each region. Perhaps half of the families displaced by 
urban renewal fall into the middle-income category. Certainly many elderly 
persons are included. 

Private enterprise has not and is not now meeting this expanding need. 
Recognizing the inability of the private homebuilding industry to meet the 
tremendous housing needs of the middle-income segment of our population 
under existing construction cost and mortgage financing mechanisms, this asso- 
ciation supports a number of proposals designed to provide an effective start in 
solving middle-income housing problems... Some of these relate to existing FHA 
mortgage insurance programs. Two are proposals for new programs of direct 
loans to elderly persons and to families and individuals displaced by various 
types of governmental action. 


Housing for the elderly 


Existing FHA mortgage insurance programs have not resulted in a sufficient 
amount of housing designed and built to satisfy the special needs of older people 
at a cost within their means. The administration bill (sec. 115) would deal 
with this problem by creating a new FHA mortgage insurance program of rental 
housing for elderly persons. 

This new program would result in the production of some housing for the 
elderly, but hardly the substantial volume which is vitally needed. We are 
pleased, therefore, that title II of H.R. 2357 would provide a program of loans 
to private nonprofit corporations for the construction or rehabilitation of rental 
housing for elderly families and elderly persons. The lower interest rates and 
longer amortization periods will make it possible for many more older people to 
enjoy decent housing within their limited ability to pay. 


Housing for displaced families 


We are also disappointed at the relatively small volume of housing which has 
resulted from the FHA section 221 mortgage insurance program for relocation 
housing. Some of the deterrents to this program would be reduced by pro- 
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posals in section 111 of H.R. 2357 or section 112 of H.R. 3319, or both, for 
(1) increasing the mortgage ceilings from $9,000 to $10,000 in normal-cost 
areas and from $10,000 to $12,000 in high-cost areas; (2) changing the basis 
for the maximum mortgage for nonprofit rental housing from estimated value 
to replacement cost; and (3) establishing a new rental housing program for 
profitmaking organizations. 

We are not in favor of section 111 of H.R. 2357, which would extend the 
benefits of section 221 to any family displaced within the environs of a com- 
munity that has a workable program. Such a provision would make eligible 
families displaced in a locality which can, under existing law, prevent the 
construction of section 221 housing therein. Such a provision would also draw 
from the supply of section 221 housing the number of certified units of which 
is predicated only on the relocation needs of the “workable program” city. 

As in the case of elderly persons, the housing needs of displaced families 
require a program of direct loans to private nonprofit organizations at sub- 
stantially lower interest rates and longer amortization periods than are possi- 
ble under an FHA mortgage insurance program such as section 221. We urge 
the committee to give consideration to such a proposal. Experience gained from 
such a program would provide a useful guide for determining and developing 
other programs for the provision of an ample supply of housing for other cate- 
gories of middle-income families. 


Housing in redevelopment areas 

NAHRO supports the provisions in section 109 of H.R. 2357 respecting the 
FHA section 220 mortgage insurance program which (1) increase the per room 
and per unit maximum dollar amounts for rental housing and (2) permit the 
inclusion of exterior land improvements in the mortgage without their being 
computed in the limitations applicable to the portion of the project attributable 
to dwelling use. 

We recommend also increasing the maximum amount of mortgage on multi- 
family housing to $20 million and changing the maximum permissible loan 
ratio from 90 percent of replacement cost (which may include a 10-percent 
allowance for builder’s and sponsor’s profit and risk) to 100: percent of re- 
placement cost (excluding any allowance for builder’s and sponsor’s profit and 
risk). 


Housing for single persons 

The section 220 and 221 programs should be extended to gas persons. 
The tremendous number of individuals displaced by urban renewal, especially 
in the skidrow sections and dilapidated rooming housing areas where many 
gainfully employed low-income persons reside, desperately need decent housing 
which is not now available to them. The single person of low income has been 
neglected all too long and needs immediate assistance. 


Other middle income housing recommendations 
We urge upon the committee favorable consideration of a number of other 
matters with which our association has a concern. These include— 

1. Effective support and encouragement to the cooperative housing pro- 
gram. Toward this end, we support the provisions of section 105 of H.R. 
2357. 

2. An adequate and continuing federally supported program of research 
in housing covering market, construction methods, and use of materials and 
other related areas which will bring a substantial supply of new housing 
within the financial reach of middle-income families. Toward this end, we 
support section 1004 of H.R. 2357 dealing with farm housing research. We 
strongly recommend that the research program be extended to all phases 
and types of housing. 

3. Recognition within the FHA that its primary concern and justification 
for existence is to the consumer, a preponderance of whom are in the 
middle-income range. 

4. Reorientation of the activities of the FHA to give greater weight to 
the housing needs of the central cities in order to have a balanced program 
as between urban and suburban activities. 

5. Legislative recognition in FHA titles for greater latitude in cost and 
financing provisions to accommodate differing conditions in various metro- 
politan areas. 
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6. Establishing and sustaining a high volume of money in the mortgage 
market through new sources and methods of financing. We are encouraged 
that this committee is considering a direct loan program of housing for the 
elderly mentioned earlier. Other programs should be developed with a view 
toward accomplishing the objective of providing adequate moneys for mort- 
gage purposes. 

CONCLUSION 


We have presented in this statement certain legislative recommendations 
which we feel are essential to insure a continuing and effective urban renewal 
program, a revitalization of the low-rent public housing program, and a sub- 
stantial start toward meeting the housing needs of middle-income families. 

We are grateful for the opportunity to make these recommendations and we 
assure you of our continuing desire to provide the committee with any addi- 
tional information and assistance available within the resources of the asso- 
ciation. 

NAHRO PrRoGkRAM RESOLUTION 


Adopted at annual business meeting, October 18, 1958 
POLICY RECOMMENDATIONS 


NAHRO is dedicated to the national housing policy, as stated in the Housing 
Act of 1949, as an appropriate, thorough, and outstanding statement of the 
broad objectives of this Nation for the general welfare and security of the 
Nation and its people. 

The Federal role-——Continuing pressures are demanding a high rate of housing 
production and a forthright, realistic, and well planned approach to urban re- 
newal and community development. * * * NAHRO, therefore, calls upon the Fed- 
eral Government * * * to rededicate itself to the responsibilities of the national 
role in achieving the objectives of our national housing policy. To carry out 
these objectives effectively, the Federal agencies must work cooperatively and 
understandingly with local agencies. All levels of government should acknowl- 
edge that the great pressures demanding housing and urban renewal are not only 
the product of default but are a manifestation of the natural demand of a free 
nation for an ever higher standard of living. In this it must be recognized that 
poorly planned development of our communities coupled with failure to keep pace 
with technological advancement accelerates decay and obsolescence. The aggre- 
gate consequence is a national problem that requires understanding and sympa- 
thetic Federal cooperation. 

The State role-—Although the Federal-local relationship has proved an effi- 
cient and most effective approach, State governments that can do so should con- 
tribute to a fuller program, * * * Any State participation and aid must not be 
used ‘as a pretext, nor substitute, by the Federal Government to shirk its own 
renewal responsibility, nor to avoid essential expansion of Federal participation. 

The local role—Only through the localities can balanced, effective programs 
of community and neighborhood betterment be accomplished. Toward this end, 
NAHRO urges all local housing and renewal agencies in carrying out their 
official responsibilities, to: (1) recognize fully the broad concept of renewal; 
(2) achieve effective local administration of housing and renewal programs; (3) 
gain wider citizen understanding and support of community rebuilding; (4) 
participate fully in broad community planning—physical, economic, and social; 
(5) obtain maximum financial participation by local government and private 
enterprise; (6) encourage better cooperative and representative participation of 
organizations, public and private agencies, and civic leaders in the execution 
of community plans. 

PROGRAM RECOMMENDATIONS 


Department of Housing and Community Development.—Federal interest and 
responsibility in the total field of housing and community rebuilding requires 
representation and recognition at the highest level. This association has for 
several years advocated establishment of a Department of Housing and Commu- 
nity Development of cabinet-rank level. We again urge that the Congress give 
this serious consideration. 

Housing production.—we commend the homebuilding industry for maintain- 
ing a flow of new housing units for a significant segment of the population, de- 
spite the obstacles of economic uncertainties, high costs, and a shifting mortgage 
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market. * * * We express grave concern, however, that new housing starts are 
far short of the need and grossly deficient in terms of an accelerating demand 
and, especially, in the characteristics of that demand. The two areas of greatest 
unmet need are in housing for middle-income families and low-income families. 
Within these two major areas of need, special attention is necessary for large 
families, aged persons, minority groups, and single individuals. We urge the 
homebuilding industry, the Government, and the financial institutions to help 
correct these deficiencies in home production in order to meet housing needs and 
to support a healthy building industry. 

Conservation and rehabilitation.—Despite intensification of efforts by Govern- 
ment—both Federal and local—and by private civic groups, much more must-be 
done * * * now. Although there have been some improvements, Federal mort- 
gage insurance in the used-housing field has hardly begun to meet these needs. 
Federal financial incentives must be made more liberal and more realistic. 

Appropriate local codes must be adopted and enforcement carried on more 
aggressively. Voluntary conservation and rehabilitation in potentially sound 
neighborhoods must be made a major and continuing concern. 

Experimentation in all phases of conservation and rehabilitation should be 
encouraged and supported in order to develop effective techniques and sound 
programs. * * * Good and repairable housing constitutes the greatest physical 
asset of a community and must be preserved and improved. 

Middle-income housing.—A serious gap in meeting housing needs today remains 
in the provision of both sales and rental housing for middle-income families. 
* * * It is obvious that private enterprise has not and is not now meeting this 
expanding need. Recognizing the inability of the private home-building industry 
to meet these needs * * * under existing construction cost and mortgage-financ- 
ing mechanisms, NAHRO advocates: (1) Recognition within FHA that its pri- 
mary concern and justification for existence is the consumer; (2) reorientation 
of FHA activities to give greater wéizht to the housing needs of the central city; 
in order to have a balanced program as between urban and suburban activities; 
(3) legislative recognition in FHA titles for greater latitude in cost and financ- 
ing provisions to accommodate differing conditions in various metropolitan areas ; 
(4) an adequate and continuing federally supported program of research in 
housing, covering market, construction methods, and materials, and other related 
areas; (5) effective support and encouragement to cooperative housing; (6) 
establishing and sustaining a high volume of money in the mortgage market 
through new sources and methods of financing ; (7) exploration and development 
of a system of direct low-interest loans to nonprofit and limited-profit corpora- 
tions; (8) an expanded and sympathetic use of section 220 and section 221 mort- 
gage insurance and constant analysis of these programs. 

Low-rent public housing.—Low-rent public housing is the only proved formula 
for making decent housing available to less fortunate families. The basic pur- 
pose of low-rent public housing remains sound and effective, even though it has 
been provided on a totally inadequate scale and has experienced operating diffi- 
culties caused by changing social and economic circumstances. Because of appli- 
cation of limiting and unwarranted Federal regulations and controls, it has 
not been possible for local communities to keep pace with changing circumstances 
and to meet local needs in the most efficient manner and so carry out the basic 
objectives of the program. ‘To accommodate the known and acknowledged needs 
of the low-rent public housing program, NAHRO calls for congressional atten- 
tion to and action on the following : 

1. Restoration of the full amount of authorized funds in section (e) of the 
Housing Act of 1937, as amended, expressed in terms of annual contributions in 
the total sum of $336 million. 

2. Adoption by the Congress of a broad policy statement making it clear that 
intent is to have local public agencies fully responsible for operation, manage- 
ment, and administration of completed projects, without continued, detailed, and 
minute supervision by the Federal agency. 

8. Adoption of legislation requiring the Federal agency to pay to local housing 
authorities annual contributions in the full fixed amounts as established in 
their basic annual contributions contracts. Should rental income exceed operat- 
ing costs and reserve requirements, residual receipts would then be applied 
toward advance amortization of eutstanding indebtedness. 

4. Vesting in local authorities of complete responsibility for establishing rents 
and income limits for admission and continued occupancy. To prevent competi- 
tion with private enterprise, rents for public housing, except in cases of families 
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relocated as a result of governmental action, should be kept 10 percent below 
those at which private enterprise is providing a substantial supply of decent, 
safe, and sanitary housing, either through new construction or available existing 
structures. This percentage is more realistic than the presently imposed 20 
percent. Determination by local authorities of such rental rates should be made 
subject to approval of the Federal agency. 

5. Vesting in local authorities of full membership for preparation and 
adoption of budgets and control of expenditures consistent with broad objec- 
tives expressed in State and Federal legislation. 

6. With full recognition and support of the principle of competent, inde- 
pendent audits, permitting local authorities at.their option to have independent 
financial audits made by either the Federal agency, the State auditor, or by a 
certified public accountant and, through their boards of commissioners, to 
certify to the Federal agency that they have complied with all provisions of 
pertinent Federal and State legislation and that their financial statements 
are true and correct. Such certifications in the absence of fraud or of evidence 
of gross waste or extravagance shall be accepted as final and conclusive by all 
officers of the Federal Government. 

7. Granting greater latitude for experimenting with various building types, 
space standards, use of materials and facilities, without the arbitrary admin- 
istrative imposition of rigid standards or cost ceilings. 

8. Permitting local authorities to purchase existing or to erect single or 
multiple-family structures, grouped or scattered, where and when appropriate. 
NAHRO recommends adoption by the Congress of a policy statement that would 
encourage projects planned as parts of appropriate and well protected neighbor- 
hoods; avoid projects so large as to constitute communities of one economic 
class; authorize project densities consistent with sound planning; permit ar- 
rangement of dwelling structures so as to facilitate sale to families whose in- 
comes increase beyond the limits of conttinued occupancy; and make adequate 
provisions for larger families and for elderly families. 

9. Authorization for authorities to sell dwellings wherever possible to families 
‘whose incomes have risen enough to warrant their purchase under an economi- 
cally sound financial plan that would include a requirement that the family pay 
full local taxes; proceeds of sales would be applied to financing replacement of 
public housing units to avoid diminishing the supply of low-rent housing. 

10. Authorization for any local cash grant-in-aid attributable to the site to 
become a part of total development cost of a low-rent project in a title I area, in 
view of the fact that a duplicate local contribution is now required for public 
housing if it is developed in an area being rebuilt with Federal aid under title I 
of the Housing Act of 1949, as amended. 

11. Repeal of the restrictive provisions of the Housing Act of 1937, as amended, 
including the so-called self-liquidating provision and the provision for the termi- 
nation of public housing projects pursuant to certain limited local action, as not 
in keeping with efforts to accomplish the objectives of the national housing policy. 

12. Authorization to local authorities to pay uniformly the cost of public serv- 
ices and facilities furnished by local government to low-rent public housing 
projects, without requiring any contractual change between the Federal agency 
and the local housing authorities. 

Urban renewal.—The program is again faced with a critical capital grant 
shortage. For the third time in less than 2 years, the amount of available 
capital grant authority—the lifeblood of the program—is only a fraction of what 
is needed by communities in order that they may schedule and undertake essen- 
‘tial long-range renewal activities. 

It is ironic that the continued existence of the urban renewal program is 
threatened at a time when the Congress, the administration, and political, busi- 
ness, labor, and civic leaders throughout the Nation recognize the need for an 
urban renewal program on a continuing basis. It is essential that our commu- 
nities be assured of continuing availability of capital grant authority at a level 
sufficient to meet their needs. It is essential, also, that a more realistic balance 
be drawn between the respective capacities of the Federal Government and 
local governments to finance urban renewal activities * * *. Further, there 
exist in our cities substantial blighted and commercial and industrial areas that 
contain few, if any, dwelling units * * *. Communities should be permitted to 
deal with these areas and program their essential urban renewal activities in 
accordance with local determinations. 

In order to meet these objectives, NAHRO advocates: (1) an increase in 
Federal capital grant obligational authority under title I of the Housing Act of 








366 HOUSING ACT OF 1959 


1949 in the amount of $600 million each year for the next 10 years; (2) an in- 
crease in the Federal share of net project cost for renewal projects from two- 
thirds to 80 percent; (3) elimination of the “predominantly residential” 
requirement in title 1; (4) expediting the urban renewal process through simpli- 
fication of required contents of an “urban renewal plan” and authority for 
making of temporary loans, in advance of the capital grant, for project execu- 
tion activities not dependent on the existence of an urban renewal plan; (5) 
establishing eligibility as noncash local grants-in-aid of public improvements and 
supporting facilities commenced not more than 5 years prior to the approval of 
an urban renewal project in the area to which such improvements and facilities 
are related; (6) Federal financial assistance for preparation or completion of 
community renewal programs; (7) extension of eligibility for relocation pay- 
ments to all individuals, families, and businesses displaced from an urban 
renewal area pursuant to an urban renewal plan. 

In many localities, both renewal and the Federal highway program are pro- 
ducing vast changes. Whether these changes result in substantial henetit to 
communities will depend to a considerable extent upon coordination of. the two 
programs. NAHRO, therefore, urges the development of effective relationships 
between renewal and highway programs at all levels of government. Further, 
families, individuals, and businesses displaced by the highway program and other 
federally aided programs are no less deserving of relocation assistance than dis- 
placees under the urban renewal program. NAHRO advocates the making of 
relocation payments to such displacees out of appropriate Federal-aid funds. 
In addition, States and localities are urged to give similar consideration to 
equitable treatment for displacees under programs initiated and financed by 
State and local governments. 

Housing research—tLack of basic information as a proper background to give 
understanding and direction to public policy decisions in the housing field has 
been a matter of concern among housing officials, economists, homebuilders, and 
realtors for a long time. Never has this need been more apparent than in the 
last few years when urban renewal programs have added new complexities to the 
housing picture. * * * NAHRO strongly urges the creation of a housing research 
program by the Federal Government aimed at these major areas: (1) study 
and analysis of existing programs under Federal agencies in terms of results 
achieved, adaptability to changing conditions, and areas of adjustment in current 
regulations and procedures; (2) an expanded program of research aimed at 
producing facts and a better understanding of the operation of the housing market 
at both national and local levels; and (3) an expanded program of research aimed 
at filling gaps in basic housing knowledge, such as the adequacy of present efforts 
in meeting total iiousing needs and demands, the financial resources available 
to meet housing needs, the effect of changing economic, social, and land-use 
structure in urban areas in the success of rebuilding efforts, the place of housing 
in the national economy, the place of housing in the family budget, the role of 
Government in the housing effort, and understanding of consumer desires and 
preferences in housing, particularly in urban areas. * * * 


LOOKING BACK-——AND AHEAD 


We hail with pride the tremendous advances made during the 25-year span 
of NAHRO’s life. This look back is not a laurel resting point but an inspira- 
tional determination to move ahead with boldness, vigor, and imagination. 
Blighting forces in our communities have not yet been checked. Slums continue 
to appear. Not only is it disastrous to stand still but defeat is inevitable unless 
the pace is speeded up and the effort vastly expanded. 

We would be turning our backs on the past quarter century if we did not 
recognize both the achievement and the tremendous task still ahead. On this, 
our silver anniversary, therefore: 

We cite the almost daily growth in public support, including new groups 
from industry and finance, for the renewal program and for goals of the 
national housing policy, while 

We pledge an unrelenting drive to stop the slum exploiters and to end 
the apathy of many in our communities. 

We acclaim the completion of hundreds of thousands of low-rent public 
housing units providing otherwise unattainable decent shelter for low- 
income families and the urban renewal program, which is now approaching 
the construction stage in a major way, while 
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We look with great concern upon the many millions of families who are 
still slum ridden and upon the virtual exhaustion of available slum clearance 
funds. 

We deplore the failure of the 1958 omnibus housing bill—a landmark bill 
that would have achieved many of our objectives, while 

We rejoice in the strong Senate vote for that bill and for the overwhelming 
House vote to get the bill on the floor. 

The opportunity ahead is a challenge of vast dimensions, We must take our 
place alongside the creative thinkers, who are searching out new ways to make 
cities more humane and pleasant, and alongside the political, social, and eco- 
nomic leaders who are working to invigorate our cities and to eradicate disease, 
ignorance, and poverty. 


Mr. Rains. The Library of Congress has given us an explanation of 
the residual receipt conversation we had with several witnesses, and I 
am going to ask that that be included in the record following your 
statement on residual receipt fast amortization. 

(The data referred to above is as follows :) 


THE LIBRARY OF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 
Washington, D.C., January 28, 1959. 


To: Mr. Jim McEwan, House Subcommittee on Housing. 

From: Asher Achinstein, senior specialist in price economics, Legislative Refer- 
ence Service. 

Subject: Use of residual receipts for advance amortization of housing authority 
bonds. 


In accordance with your request I have examined the communications .from 
the PHA Commissioner and from the Treasury relating to the costs to the 
Federal Government of the proposed amendment in H.R. 2357 which provides 
that residual receipts in low-rent housing projects be used for advance amortiza- 
tion of outstanding debt rather than for the reduction of Federal annual con- 
tributions. 

The Treasury states that residual receipts for fiscal 1958 were $22.2 million 
which reduced the annual contributions from $121 million to $98.8 million. How- 
ever, under the proposed amendment the Federal contribution would be a fixed 
amount and any residual receipts would be used by the local housing authority 
for advance amortization of its debt. It is assumed that the present Housing 
Authority debt of $38,048 million would be liquidated in 30% years if fixed 
residual receipts of $22.2 million per year were applied to reduction of the debt. 
The Treasury contends that under the prepayment program it would cost the 
Federal Government $570 million more than under the present system. 

It should be pointed out that the Treasury figure of $570 million additional 
cost is based on the assumption that the Federal Government would have to 
borrow at 3% percent to meet its additional annual contributions of $22.2 million 
per year, while the interest saved by local housing authorities on advanced 
amortization is computed at the rate of 2% percent. This ignores two possi- 
bilities open to local authorities for prepayment of their debt. They can 
purchase outstanding housing bonds, whose average interest rate is 24% percent, 
at much below par since the level of long-term interest rates is currently much 
higher. On the other hand, they can set up a sinking fund for payment of their 
debt to be invested in Federal securities. In either case, the savings in interest 
could offset the higher interest rate of 34% percent assumed to be paid by the 
Government in order to meet the increased annual contributions. Thus, about 
$340 million of the $570 million, which the Treasury computes to be the addi- 
tional cost of the advance amortization program, originates from the assumption 
that the Government would borrow at 34% percent to pay off housing authority 
debt at 2% percent. 

A second assumption made by the Treasury is that residual receipts will con- 
tinue at the rate of $22.2 million per year over a period of 30% years, and that 
upon the complete amortization of the debt full title to residual receipts reverts 
to the local housing authority. The assumption of a constant amount of residual 
receipts is subject to serious question. It is much more probable that residual 
receipts will continue to diminish as the projects become older and that especially 
during the last 10 years of the 40-year period, the increase of repairs, replace- 
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ment, and other operating costs will result in a substantial drop in residual 
income. Taking only the last 4 years from 1954 to 1958, it is evident that 
residual receipts have been a decreasing proportion of the maximum or fixed 
annual contribution of the Federal Government. This proportion was somewhat 
over one-third in 1954 and less than one-fifth in 1958. In view of this declining 
trend and the increased operating costs to be expected especially during the 
decade when the housing authoity will have full claim on residual receipts, the 
amount of such receipts may well be negligible. 

While supporters of the proposed amendment with respect to residual receipts 
cannot deny that there may be some additional expense to the Federal Govern- 
ment—although it is much less than is estimated in the Treasury memorandum— 
they point out the importance of two other considerations: First, it will contrib- 
ute to decentralizing the public housing program by giving full local control to 
housing projects at an earlier date. Secondly, it will strengthen and improve 
the low-rent program by making available to local housing authorities during the 
last 10 years of the project such residual receipts as may be at hand for carrying 
out much-needed improvements. 


SInGLE CASE EXAMPLE OF COST TO FEDERAL GOVERNMENT THROUGH USE OF ReE- 
SIDUAL RECEIPTS FOR ADVANCE AMORTIZATION OF LOCAL HousiIna AUTHORITY 
























































ASSUMPTIONS 
1. 175 dwelling unit project costing $2,500,000 (approximately $14,280 per unit) 
2. Local authority bonds bear a 2%-percent interest rate 
3. Maximum fixed annual contribution at 4.1 percent of total development cost 
amounting to $102,500 
4. Residual receipts for the first 10 years amount to 20 percent of fixed annual 
contribution ; 15 percent for the second 10 years; 10 percent for the third 
10 years; and 5 percent for the last 10 years of the annual contributions 
contract term 
5. Principal payments in multiples of $5,000 
Federal contributions under present law 
| 
| Percent of Normal principal payments Actual 
Fixed annual! residual Residual Jt annual 
Period contribu- receipts to receipts contribu- 
tions fixed con- Percent Amount tions 
tributions 
1st 10 years....-.- $1, 025, 000 | 20 $205, 000 15.2 $380, 000 $820, 000 
2d 10 years_...---- 1,025, 000 | 15 153, 750 21.6 540, 000 871, 250 
3d 10 years_......- 1, 025, 000 | 10 102, 500 27.8 695, 000 922, 500 
4th 10 years._...-- 1, 025, 000 | 5 51, 250 35.4 885, 000 973, 750 
Co aoa nha Ti kk 512, 500 100.0 2, 500, 000 3, 587, 500 
| 
Federal contributions under proposed law 
Advanced principal pay- Proposed 
Residual ments law actual 
Period receipts EP LaEw? Federal 
contributions 
Percent Amount 
a ee ek are pee $205, 000 26. 8 $670, 000 $1, 025, 000 
SE Secitniiende ian nrignsdngesaanmnmihie 153, 750 32.2 805, 000 1, 025, 000 
ES eee ron ieee yee Joon ee a 102, 500 39. 2 ; 1, 025, 000 
SD iailicidckvdkbacuckptdadkehooneiendd 5, 125 1.8 45, 000 40, 025 
a 466, 375 100. 0 2, 500, 000 3, 115, 025 














Mr. Rarns. The next witness is Mr. Andrus, representing the 
American Bankers Association. 
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STATEMENT OF COWLES ANDRUS, AMERICAN BANKERS ASSOCIA- 
TION, ACCOMPANIED BY JERRY BROTT 


Mr. Rarns. For the record, who is your associate ? 

Mr. Anprvus. Mr Chairman, I want to introduce the gentleman 
who is accompanying me He is well known to you, I am sure, Mr. 
Jerry Brott, general counsel for the American. Bankers Association. 

Mr. Rarns. We are glad to have you with us. 

Mr. Brorr. Thank you. 

Mr. Ratns. You don’t have too long a statement. Suppose you pro- 


’ ceed with your statement. 


Mr. Brorr. Very well. 

Mr. Rarns. We usually try to run to around 12:15 or 12:30, so 
you may proceed. 

Mr. Anprus. Thank you, Mr. Chairman. In that regard, some 
features of the complete statement are the same as were made before 
this committee in July of last year. 

Mr. Rains. That testimony will be considered and reviewed again 
by the committee in our executive sessions. Since that is true, unless 
you specifically desire, there is no need to mention that. 

Mr. Anprvs. I had in mind that we might eliminate certain of those 
features and I would be very glad to answer any questions on any 
part of the total statement I might not read at this time. 

Mr. Rarns. You may proceed in any manner you see fit. 

Mr. Anprus. Thank you, Mr. Chairman. 

My name is Cowles Andrus. I am senior vice president of the New 
Jersey Bank & Trust Co., Passaic, N.J. I also am chairman of the 
committee on real estate mortgages of the savings and mortgage 
division of the American Bankers Association. 

It is in this latter capacity that I appear today to present the views 
of the association on proposed housing legislation. 

Over 98 percent of all banks, both commercial and savings, are 


' members of the ABA. It is not generally recognized that these banks, 


particularly those engaged in commercial banking, constitute a major 
source of mortgage credit. 

As of September 1958, the latest date for which figures are avail- 
able, all banks in the United States had more than $38 billion in- 
vested in residential mortgage loans, of which total, commercial banks 
held slightly over $18 billion and mutual savings banks held close to 
$20.5 billion. 

As of that date, the commercial banks had FHA-insured and VA- 
guaranteed mortgage loans outstanding in the amount of $8.5 billion 
and the mutual savings banks had outstanding $13.7 billion of such 
loans. The combined total of $22.2 billion represents about 48 percent 
of the Government-underwritten mortgage credit held by private lend- 
ing institutions. 

Naturally, banks are interested in seeing that there is an adequate 
supply of housing for the people of this Nation, and they are prepared 
to do their share in providing funds to finance needed housing. 

Nevertheless, these institutions have an obligation to the millions 
of people who have entrusted their savings to them, to follow sound 
mortgage credit principles and to resist inflationary pressures on 


, the housing economy. 





370 HOUSING ACT OF 1959 


Liberal mortgage loan terms: For these reasons, the asso- 
ciation has repeatedly pointed to the danger of too liberal 
mortgage terms. The liberalization of the terms of FHA- 
insured mortgages following the close of World War II had 
the effect of stimulating the demand for housing in a period dur- 
ing most of which there were strong inflationary trends in the whole 
economy and thus contributed to rising real estate prices. 

A further liberalization would tend to have long-range inflationary 
effects. We, therefore, believe that any increase in loan-to-value 
ratios and maturities would be unwise. 

Also, some of the bills before this committee would increase maxi- 
mum loan limits for most of the FHA mortgage insurance programs. 

Presumably, these higher loan limits are in recognition of the 
higher cost of land and residential construction. However, by making 
larger loans eligible for FHA insurance, funds may be diverted to 
such loans which would otherwise go into the financing of lower-cost 
homes. 

It is our understanding that the objectives of the FHA program, 
particularly in recent years, has been so far as practicable to channel 
funds into the financing of lower cost homes for people of moderate 
means and it would seem that increased loan limits would tend to de- 
feat this objective. 

Housing for elderly people: We believe the proposal to authorize 
the Housing and Home Finance Administrator to make direct loans 
to finance housing for elderly persons is unwise. 

The HHFA would obtain funds with which to make such loans 
by borrowing from the Treasury. It would be preferable to keep the 
financing of housing for eddexly persons within the framework of 
the FHA as it is at present. Not only would this be less burdensome 
on the Treasury than the proposed direct loan program but also the 
administrative costs would be less. 

The proposal states that no direct loan shall be made by the Admin- 
istrator unless funds from other sources cannot be obtained upon 
terms and conditions equally as favorable as terms of loans from the 
Administrator. 

The maximum interest rate on the direct loans would be even less 
than the rate on long-term Government bonds. It seems clear, there- 
fore, that loans could not be obtained from other sources at com- 
parable interest rates, so that if this proposal should become law, all 
loans to finance housing for elderly persons would be made by the 
Administrator. 

Urban renewal: Slum clearance and urban renewal programs im- 
prove community living conditions through the reconstruction or 
elimination of blighted areas. We recognize that substantial need 
continues to exist for community betterment and improvement. 

The complex problems involved in carrying out these community 
betterment programs, including their financing, require the coopera- 
tion of local and State governments, the Federal Government, and of 
private industry and private financial institutions. 

However, the extent of the Federal Government’s financial assist- 
ance to such programs must be determined in the light of overall fiscal 
policy, and the effect on the economy. 











fo} 


Qa Oo DR 


—S yD “ps Jo 








| 
d 


e 


@*< 


tO 


ns 
he 
of 
ne 


he 


on 
he 


Ss 
re- 
m- 
all 
he 


m- 
ed 
ity 


a- 


st- 
cal 








HOUSING ACT OF 1959 371 


Since these programs are essentially local in character and provide 


‘both direct and indirect benefits to the communities in which they are 


undertaken, through improved housing conditions and an increased 


tax base, it would be appropriate to provide an eventual matching of 


the Federal Government’s contributions by the local governments. 

Federal Government credit should not be used for local government 
credit to finance local public functions. The burden of local respon- 
sibility cannot be appropriately shifted to the Federal Government 
on the theory that taxpaying ability that does not appear to exist lo- 
cally can be found at the Federal level. 

Par purchase of mortgages by FNMA under special assistance pro- 
grams: The extension of the requirement that FNMA purchase mort- 
gages at par under its special assistance program, in our opinion, is not 
justified. Such par purchase constitutes an indirect subsidy to the 
special groups assisted by these programs at the expense of all tax- 
payers. 

Also, we are opposed to the proposed $500 million increase in the 
authorization for purchases of FHA-insured and VA-guaranteed 
mortgages by FNMA. The original authorization was an antire- 
cession measure, but it had and if continued could in the future have 
the effect of substantially nullifying the secondary market function 
of FNMA, which is to provide supplementary assistance to the pri- 
vate mortgage market. This provision has had the effect of creating 
in FNMA a direct market for originators of FHA-insured and VA- 
guaranteed mortgages. 

FNMA loans on pledged FHA insured or VA guaranteed mort- 
gages: The proposed authority for FNMA to make short-term loans 
secured by FHA insured or VA guaranteed mortgages seems to be 
a marked departure from the original purpose of the secondary mar- 
ket function of FNMA to provide supplementary assistance to the 
private mortgage market. 

If this proposal should be enacted it would put FNMA in direct 
competition with banks which are providing interim financing to 
mortgage dealers and project builders. We urge that this proposed 
authority be not granted to FNMA. 

Extension of Voluntary Home Mortgage Credit Program: We urge 
most strongly the extension of the Voluntary Home Mortgage Credit 
Program. We favor a 2-year extension rather than the 1-year 
extension. 

This private enterprise program has operated successfully in spite 
of severe handicaps. It has channeled a substantial amount of mort- 
gage funds into small communities and housing for minority groups. 

Interest rates: In the interest of greater flexibility, we favor the 
increased maximum interest rates on FHA insured mortgages cover- 
ing rental and cooperative housing as proposed in H.R. 3319. 

We again renew our recommendation that interest rates on FHA 
insured mortgages and VA guaranteed mortgages be permitted to 
freely reflect money market conditions existing in the various regions 
of the country at the time the mortgage is created. 

Freeing the interest rate on these mortgages would go a long way 
toward eliminating the basic cause for discount prices. 

The reason for discount prices is self-apparent. Insured and 
guaranteed mortgages, like other types of investments at fixed rates, 
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fluctuate in value with the forces of supply and demand, and with 
changed money rate conditions. 

To offset this, either the rate of interest must be free to meet 
changing conditions, or the value of the mortgage itself must fluctu- 
ate to reflect a yield in line with market conditions. 

Also, if the VA loan guaranty program should be permitted to 
operate. with a realistic interest rate, the mortgage needs of veterans 
in rural areas and the smaller communities could be met by private 
lenders through the medium of the Voluntary Home Mortgage Credit 
Program. This would eliminate the need for VA direct loans. 

FHA acquisition of mortgages to avoid foreclosure: H.R. 2357 con- 
tains two proposals relating to FHA mortgages on which a default 
has occurred. One, permits the FHA Commissioner to enter into an 
agreement with the mortgagee extending the time for curing the 
default and providing that if the mortgage is subsequently foreclosed, 
any unpaid interest accruing after the date of the agreement may be 
included in debentures. 

This appears to be a desirable provision, which should work to 
the advantage of both the mortgagee and mortgagor. Most private 
lenders are desirous of avoiding the necessity of foreclosure wherever 
possible and prefer to work out a default with the mortgagor if there 
is a prospect that the mortgage will be restored to good standing 
within a reasonable period of time. 

The other proposal would authorize the FHA Commissioner, for 
the purpose of avoiding foreclosure, to acquire insured mortgages on 
one- to four-family dwellings by issuing debentures to the mortgagee. 

This would in effect constitute the FHA as another HOLC, and is 
inconsistent with its character as a mutual insurance system. We 
believe that this proposal should not be adopted. 

Increase in FSLIC insurance coverage: The proposal to increase 
the insurance coverage from $10,000 to $20,000 for accounts of sav- 
ings and loan associations insured by the FSLIC is in our opinion 
unnecessary. 

Mr. Rarns. Could I interrupt you there, Mr. Andrus? 

I stated at the time that was put in the bill—there was a lot of . 
publicity put out about it—that another committee has jurisdiction. 
It doesn’t come under housing. 

However, we here all serve on the full Banking and Currency 
Committee. I can save you trouble about that. We don’t intend 
to increase the coverage for savings and loan institutions unless we 
also increase it at the same time for banks. 

The chairman of the full committee, the gentleman from Kentucky, 
has told me he is going to introduce a bill that will increase the cover- 
age for both banks and savings and loans and that is the way it will 
be handled. 

Mr. Anprvus. Thank you for that observation which eliminates one 
problem. 

Mr. Rarns. It was never intended to be in the bill, or even in the 
final draft except to direct some attention toward it. I think it will 
be enacted into law, maybe not that amount, but some increase for 
both savings and loan coverage and their insurance organization, 
and FDIC is likely to come out of this Congress. The Banking and 
Currency Committee feels a kindly interest toward both banks and 
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savings and loan and if we know it, and I know I speak for both 
sides of the aisle on this, we are not going to do anything unfair to 
either one. 

Mr. Anprus. We appreciate that, I am sure. There is an element 
in the proposal, however, that I would still comment on, if I might. 

Mr. Rats. All right. 

Mr. Anprus. Also we believe that the-proposal to provide insurance 
coverage of accounts in savings and loan associations and I would 
assume banks which are held in a fiduciary capacity in amounts of 
$20,000 for each beneficiary, should not be approved. 

It seems improper where a fiduciary invests funds in his custody as 
a fiduciary in an account in an insured savings and loan association 
that insurance protection should be provided for the funds so invested 
on the basis of the number of beneficiaries of the trust or estate. 

It would mean that if the trustee of a trust fund of $100,000 with 
five beneficiaries invested the full $100,000 in a savings and loan ac- 
count the whole $100,000 would be covered by insurance. On the 
other hand, if the trust had only one beneficiary and the trustee 
invested the full $100,000 in a savings and loan account only $20,000 
would be covered by insurance. 

Mr. Rarns. You know that is quite interesting to us. As I recall 
that was brought out by Mr. Willis, Congressman from the State. of 
Louisiana. They have some kind of extreme difficulty in the State 
of Louisiana since it is a community property State, and according 
to him as the law is presently written, both for FDIC and one other 
savings and loan, they are cut in half on the amount of insurance that 
they can get. Whether this is true or not I am not sure. We made 
some effort last year to put it in the Financial Institutions Act. It is 
aimed toward curing an inequity in community property States. 
Whether it does it or not, I don’t know. ' 

Mr. Brorr. My impression, Mr. Rains, is that there was another 
provision in here that deals with the question of community property 
with respect to husband and wife, and this trust provision is some- 
thing different again. 

Mr. Rarns. You think this trust provision has no connection with 
the community property ? 

Mr. Brorr. I don’t think it does, no. We will be very glad to look 
into it, though. ; 

Mr. Rarns. We will look into that very carefully when we get to 
that type of legislation, and we will appreciate anything you can 
give us on it, because later on in the year we will be studying that in 
the full committee. 

Mr. Brorr. We would be glad to. 

_ Mr. Anprvs. That is a valuable observation for us and I am sure 
it will come to our attention in our spring executive committee 
meeting, Mr. Chairman. 

With regard to the amendment in section 1006 of H.R. 2357 to 
the National Housing Act adding a provision which would exclude 
FHA insured loans in determining the amount of real estate loans 
which a national bank may make in relation to its capital and surplus 
or its time and savings deposits, the appropriate committees of the 
American Bankers Association have had such a proposal under study 
together with several other proposals affecting the limitations on 
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real estate loans by national banks contained in section 24 of the 
Federal Reserve Act. 

We expect to be prepared shortly to make recommendations to this 
committee regarding all of these proposals but believe they should be 
considered together. 

Also, it will tend to lead to confusion if an exception is made to the 
aggregate real estate loan limitation for national banks by amendment 
to the National TTousing Act rather than by amendment to section 24 
of the Federal Reserve Act which contains the limitations generally 
applicable to real estate loans by national banks. 

Mr. Rarns. We get into difficulty as to that. You realize the juris- 
diction of the committees of Congress sometimes doesn’t allow us to 
proceed in as orderly a fashion as you might think we should. Certain 
things are allocated to certain commitments. However, the Federal 
Reserve Act would also be before the Banking and Currency Commit- 
tee, which is our parent committee, and we might consider that. We 
will note your suggestion. 

Mr. Anprvus. But we are very actively proceeding in this field and 
feel we will have some rather well conceived suggestions. 

Mr. Rains. The members of this committee will welcome the bankers 
into this field. Anything that will help you and us in this field we 
would give consideration to. 

Mr. Anprus. We have not attempted to comment on all the pro- 
visions contained in the various bills before your committee, but have 
confined our statement to those features which we consider of particu- 
lar importance. We appreciate this opportunity which you grt given 
us to present our views. 

Mr. Rarns. Thank you for a good statement. There are two or 
three things, one about the real estate loans, the insured loans not 
being counted against the aggregate. I hope that the American 
Divers Association, and others, will come to realize that there is not 
as much danger in having in our portfolio insured loans as there 
is the other. It could be a way whereby we could get more bank credit 
into the housing business. 

Mr. Awnorvs. Well, we are very anxious to have the permissible ag- 
gregate adjusted and are presently for malizing our suggestions. Tt 
is mostly in the State regulations that make it difficult and it certainly 
is correct that there should be some exception of some part. 

Mr. Rains. I know in Alabama a State bank can’t participate in 
real-estate mortgages as can a national bank. We might give the 
States a little suggestion and if the national banks went ahead they 
might want some changes themselves. 

It isa very good statement. Any questions, Mrs. Sullivan ? 

Mrs. SuLiivan. Just one, Mr. Chairman. 

Mr. Andrus, you state the housing program for the elderly in the 
Rains bill is unwise. Don ’t you agree that it might lower the monthly 
rate for the elderly at least $15 a month ? 

Mr. Anprus. Well, I will:have to admit that as an individual I am 
not.a student of the elderly housing. It is something that hasn’t come 
to our particular attention. I know that the association has given it 
attention and they do feel that it is a worthy cause and they are not 
opposed to provisions for the elderly, but we think that this is a pretty 
broad brush and it is leading into an agency operation that, might 
more effectively be handled by an existing one. 
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Mrs. SULLIVAN. Because there is a pressing need for it and it is be- 
coming so as the years go on, I wonder if your group couldn’t do some 
thinking on that and possibly come up with some suggestion. 

Mr. Anprvs. I wouldn’t want to brand the group as not having 
thought. Iam only stating that I am perhaps not as well informed 
on their study in this field as some of the others, but I do think that we 
are correct in our feeling as to the way that it should be handled. 

Mrs. Suniivan. Thank you, that is all, Mr. Chairman. 

Mr. Ratns. Thank you. 

Mr. McDonough. 

Mr. McDonoven. As I understand your statement, you feel you are 
not opopsed to housing for the elderly, but you believe it should be 
under an insured loan instead of a direct grant. 

Mr. Anprus. That is correct. 

Mr. McDonoven. So, in other words, you believe that housing for 
the elderly is a good thing, but that it should be done in that manner? 

Mr. Anprus. That is correct, Mr. McDonough. 

Mr. McDonoveu. It is a developing feature of housing. I have in 
front of me here a review of the projects under consideration by FHA 
at the present time which amounts to some 3,100 units and totals some 
$26,375,000. With the population of those over 60 amounting to 
something like 15 million, and if you break that down into those that 
are able to buy their own homes or are obligated to rent, there is a large 
social obligation on the part of the Federal Government, I think. 

Mr. Anprus. We do know the statistics that indicate this growth in 
that area, but happily we note that the income of those in retiremen‘ 
by virtue of the increased number of pension funds, and so forth, is 
likewise improving. 

We hope that the problem won’t be aggravated by the increase in 
the numbers, but perhaps maybe ameliorated by the better retirement 
plans as we go along. 

Mr. McDonoucn. There is a combination of circumstances that 
have to be given a lot of thought. We have the urban renewal pro- 
grams in the cities which cause the dislocation of many people. In 
most cases, those people are elderly people, so you have to find ade- 
quate homes for them. They can’t go into a tract house becaues they 
haven’t got the money to pay the downpayment. 

So we have to find some means of providing adequate houses for 
that kind of people. 

Mr. Anprvus. That is right. 

Mr. McDonoveu. Their advanced age doesn’t make them a good 
risk on a mortgage, so the loan has to more or less depend upon the 
kind of house that is built, the security for the loan. 

It is the house that is the security for the loan rather than the 
individual. 

Mr. ANprus. That is correct. 

Mr. Rains. Mr. Ashley. 

Mr. AsHLEy. On page 4 of your statement, Mr. Andrus, you indicate 
that your association is against extending the requirement that Fannie 
Mae purchase mortgages at par under the special-assistance program. 

I wonder what was the attitude of your organization last year with 
respect to the billion dollars that was made available by the Congress 
for this purpose. 
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Mr. Anprus. Well, No. 1, we think that it stimulated the home 
construction, and was beneficial in that respect. 

Mr. Asuuiry, Did your organization express any view last year on 
this? 
Mr. Anprus, May I just continue? There isacorollary there. We 
think that it was beneficial, and the need for it was by reason of the 
fact, or at least largely by reason of the fact that there was a restric- 
tion on interest rates on the types of mortgages that people are very 
largely looking for, FHA or VA, and had there been freedom of in- | 
terest rate, there would have been a continuance of lending in that 
field. Any time we have tight money, it is the insured or guaranteed ) 
mortgages, by reason of the fixed rates, that suffer. Conventional 
mortgages go along at a fairly uniform basis, and we think that if 
that hadn’t been the case, a year and 2 and 3 years ago, that there 
would have been less need for this special assistance that was given 
last year, which, however, had a good effect, but still is part of the— | 
well, it represents about a billion Sloss that is to be paid out in 1959, 
contributing to the deficit to that degree. 

Mr. Asuitey. Was your organization in favor of this legislation last 

ear? 
* Mr. Anprus. We didn’t take a position on it, because we felt what 
it was tied to was the interest rate on which we had taken a position. 

Mr. Asutry. If there is no continuance whatever of the special as- 
sistance program, the buying up of mortgages at par, won't the result 
be a return to the excessive discounts that we have noticed and which, } 
as a matter of fact, are a part of the history of any period of tight 
money ? 

Mr. Anprus. Well, as the president of our savings and mortgage 
association said enly last. week before the National Credit Conference 
of the American Bankers Association in Chicago, mortgages have 
come into the marketplace and they should have the freedom that is 
typical of even the governments in the marketplace. There is no 
‘question about housing authority issues selling below par, and so forth, 
to accomplish the yield that competition requires, and the same thing } 
is true in the field of mortgages, as we see it. 

Mr. Asutey. In a period of tight money, such as the one we appear 
to be getting into, wouldn’t it. be true that» without this special as- 
-sistance, that the mortgages, particularly those with a fixed, interest 
rate, statutory interest rate, would be subject to excessive discounts? 

Mr. Anprvs. Oh, we think that will follow, because if you don't | 
have the freedom of the rate, you are going to have activity in the | 
discount. 

Mr. Asutey. So that if we keep the statutory rate, about the only 
‘way to avoid excessive discounts which, in FHA, under the FHA 
program, can be passed on to the consumer, would be by some kind of 
‘Special assistance program ? 

Mr. Anprus. Well, we would hope that it would be refrained from | 
until there is a real-need for it. 

Mr. AsHtry, What was that again? 

Mr. Anprus. I say we would hope that there would be real restraint | 
‘in the utilization of that means, because we think that the other | 
-courses are the one that should be taken. They are the basically | 
;sound courses. 
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Mr. Asuury. Take off this interest rate and so forth? 

Mr. Anvrus. That is correct. 

Mr. Rarns. Could I ask a question ? 

Mr. Asuuey. Yes, sir. 

Mr. Rains. Of course, year after year, Mr. Andrus, the bankers 
association takes the position that we should have absolutely free 
interest rates. It is extremely difficult to get over to them the idea 
that on FHA mortgages there is a flexibility of interest rates and that 
it has a ceiling of 6 percent presently. I know you, as a banker, 
would agree that interest rates in some degree ought to be governed 
by the risk you assume in the mortgage? 

Mr. Anprus. That is correct. 

Mr. Rarns. Therefore, when you assume an FHA mortgage with 
practically no risk, you don’t contend that there ought to be just 
freedom of Government-insured mortgage or interest rate? 

Mr. Anprus. Mr. Rains, on the FHA, there can’t be too much 
argument there, because they have brought that up to a fairly realistic 
rate. The time that the VA’s were in the doldrums continued from 
the time they were at 4 percent, right up to the time they were at 
434 percent, as at present. Even though the permissive ceiling of 6 
percent has been there, it hasn’t been raised above 51). 

Mr. Rarns. From a practical standpoint, I wish we could come to 
an understanding as to what we mean by “flexibility” and the type of 
mortgages we mean it on. I am quite sure that the Congress might 
raise the ceiling and say it can fluctuate between certain figures, but 
I don’t think the Congress will ever take off a ceiling on an insured 
loan. 

I agree with you that there came a time when the VA rate was 
unrealistic, but they never had a ceiling; they just had a definite rate 
on them, but on FHA mortgages I personally feel that the present 
ceilings are reasonable and that we shouldn’t talk about them in the 
same breath that we talk about conventionals and others as having 
free and flexible rates. 

Mr. ANnprvus. But a 6-percent figure, Mr. Chairman, actually allow- 
able might be quite different from 514, because you still have discounts 
inthe market on FHA’s as well ason VA’s. The reason for the inter- 
est rate being tied with the risk entailed, you are quite right, but that 
is accomplished by the judgment of the lending institution in the con- 
ventional mortgage by not lending 94 percent, or figures of that kind, 
so that when there was tight money and it was reflected in difficulties 
in placing FHA’s and more particularly VA’s, the conventionals 
moved along with a rate varying from 4% to 6 percent. 

Mr. Ratns. Are there any further questions? 

Mr. Miuuer. I have one, Mr. Chairman. 

Mr. Rats. All right. 

Mr. Minter. Mr. Knox, yesterday, we had a very interesting pro- 
posal to make FHA-insured loans on land for residential use and 
possibly for community facility improvement. I wonder whether you 
would care to comment on that proposal. 
ha Anprvs. I am sorry, I didn’t catch the full import of it, Mr. 
Miller. 

Mr. Mitter. The making of FHA-insured loans on raw land; I 
wonder whether you would care to comment on that proposal ? 

36043—59——25 
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Mr. Anprvus. It sounds just offhand—this is not the association 
speaking—it sounds, well, I think quite inflationary, and not in accord- 
ance with what has been’ accepted banking practice. We might feel 
_ there could come a time when that would be a rather stagnant 
oan. 

Mr. Wipnati. Mr. Chairman. 

Mr. Ratns. Mr. Widnall. 

Mr. Wipnatt. I think the question finally asked was with respect 
to FHA insurance of loans on raw land for community facilities. 

Mr. Ratns. And for housing. 

Mr. Wipnatt. And for residential development only. I think, as 
finally said by Mr. Miller, he didn’t include what he had said in the 
first instance, for community facilities. 

Mr. Anprus. Who would be paying the amortization and interest 
and so forth ? 

Mr. Rarns. The builder. 

Mr. Annprus. If it is safe, it is safe. I don’t know the details. But 
in general, we would feel that it would be unwise to engage in mort- 
gage lending on raw land. 

Mr. McDonoveu. Because of this possible speculation ? 

Mr. Anprvs. That is correct. 

Mr. McDonoven. This proposal is with the understanding that the 
land would be used only for residential purposes and only on plans 
outlined and specified as such. So with that limited use, the question 
would be less perplexing than otherwise. 

Mr. Rarns. You would say, if you did have it, you would want to 
see plenty of curbs and restrictions on it ? 

Mr. Anprvs. That is correct. 

Mr. Rarns. Any other questions? 

Mr. Jounson. May I ask a question ? 

Mr. Rarns. Yes, Mr. Johnson. 

Mr. Jounson. You have said you thought a social purpose was 
served with respect to housing for the elderly. If you found no hous- 
ing was being built under the FHA procedures that now exist, and 
you felt that ‘the only available alternatives were a program akin to 
the college housing program, as is herein spelled out, or to have pub- 
lic housing units specially earmarked for the aged, or to have the 
government, Federal, State and local, build and operate such homes 
as the builders and proprietors, which of the three programs would 
you prefer this committee to consider ? 

Mr. Anprus. That isa good one. And speaking for the association, 
I shouldn’t speak. All I can say is I feel that it has been proven over 
the years that the American Bankers Association has not just ob- 
structed. If all of these difficulties in taking care of this growing 
segment are insurmountable in any other way, the feeling of the 
bankers is that they should be taken care of, but let’s do it in the 
soundest practical way. 

Mr. Wipnaui. Mr. Charman. 

Mr. Rarns. Mr. Widnall. 

Mr. Wipnatt. Mr. Andrus, I am particularly pleased to see you 
here, because as you know, I married a Passaic girl and know a lot 
of people in Passaic, and I know the fine reputation you have there in 
the community. 
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Mr. Anprus. Thank you, sir. 

Mr. Rains. In the housing-for-the-elderly program, which actually 
is getting underway pretty well right now, what would you think 
about changing that ane to encourage its use more by upping 
the percentage of replacement costs that the FHA could insure for, 
say, from a 90-percent figure to 95 percent in the case of charitable 
organizations, or nonprofit organizations, and possibly upping a 
small percentage in the case of. profitmaking organizations — 

Mr. Anprvs. It would sound practical. We generally subsidize 
that type of organization in one way or another in private enterprise, 
as far as that is concerned, and I would think it has merit. 

Mr. Wipna.t. If those changes were made, it would seem that 
would give additional stimulus to the program so that direct grants 
wouldn’t be necessary ? 

Mr. Anprvus. That is what we would like to see avoided. 

Mr. Wiwpnat. That is all. Thank you very much. 

Mr. Rarns. We want to thank you gentlemen for appearing. We 
have enjoyed your testimony and we appreciate your contribution. 

The committee will be in recess until 2 o’clock, 

(Whereupon, at 12:25 p.m., the subcommittee recessed, to reconvene 
at 2 p.m., of the same day.) 


AFTERNOON SESSION 


Mr. Ratns. The committee will be in order. 

The first witness we are going to call is Mr. Samuel J. Lefrak. 

Mr. Multer, a member of the Banking and Currency Committee, 
asked us to hear you, and we will be delighted. I must tell you we 
are going to have to limit the testimony of all witnesses this afternoon. 
We are running behind our schedule. 

You may proceed, Mr. Lefrak. 


STATEMENT OF SAMUEL J. LEFRAK, PRESIDENT, LEFRAK 
ORGANIZATION, NEW YORK CITY 


Mr. Lerrax. My name is Samuel J. Lefrak. I come to you from 
New York; I am 40 years of age. I am president of the Lefrak Or- 
ganization, a firm that has been active in the field of middle-and lower- 
middle-income housing for the past 50 years, having built some 400 
buildings that house more than 250,000 tenants. We have been called 
the world’s largest private builders of multiple dwelling units. 

I had the honor on Wednesday of presenting my views before the 
Senate Banking and Currency Subcommittee. 

Mr. Chairman, and members of the House of Representatives 
Banking and Currency Committee, I am especially honored to make 
this brief statement before you today, Since I am well aware that this 
august body is perhaps the most sensitive and responsive to the public 
sentiment of any group of officials in the land. 

With that in mind, I should like to cut right to the heart of the 
ata facing our cities today. Gentlemen, unless the Federal 

overnment places its full support behind urban renewal and slum 
clearance programs, which provide needed middle- and lower-middle- 
income housing, we will have nothing in the way of a Federal housing 
policy but a sham and a fraud. 
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We have seen the FHA title I assistance program pour hundreds 
of millions of dollars into what was hoped would be slum clearance 
and urban renewal. But the great masses of middle- and lower- 
middle-income families who hoped to find housing in these title I 
projects were offered instead $50-a-room apartments in formerly 
blighted areas. I submit that $50 a room is far beyond the reach of 
the average middle-income family and, for this reason if for no other, 
our present urban renewal program has failed and failed completely. 

Let us examine this middle-income group. I refer, in the main, 
to families with an income of $5,000 to $9,000 a year. They do not 
qualify for low-cost public housing, nor can they afford the kind of 
luxury apartment and suburban home housing now being built. 

This group—mainly young married couples and senior citizens whose 
families have grown up and moved away—is the backbone of our 
American economy. This group makes the major contribution to 
income tax revenue. And yet, gentlemen, this group is ignored and 
further impoverished by our present Federal policies in housing. 

As a private builder, the idea of constructing luxury apartments 
has tempted me, especially since they do not cost appreciably more to 
build than true middle-income housing, yet produce far more profit. 

But, gentlemen, the true test of our wonderful free enterprise 
system is not how much any one enterprise can yield, but how well 
we can meet the needs of the people and still conduct our business 
equitably. In meeting these needs, the private builder finds his great- 
est creative challenge and his most lasting satisfaction. 

Make no mistake about it, the Federal Government must provide 
public housing for lower income families. But the only way our cities 
can replace their blighted areas with healthy, active, upgraded neigh- 
borhoods is by offering to middle and lower middle income families 
the kind of housing they can afford. This need, gentlemen, can best 
be met by private housing that enjoys Federal support. 

Why Federal? Why not State? Gentlemen, the realities of today 
have created a new alliance between the cities and the Federal Govern- 
ment. Our cities are growing larger. Our Nation is becoming a net- 
work of supercities whose suburban boundaries nearly touch. Yet 
our State legislatures, in the main, are strongly in the control of rural 
interests who care nothing for the health of our cities. That is why, 
when President Eisenhower calls for local responsibility in housing, 
he denies the realities of life. That is why, as the problem grows 
more severe, the cities look directly to the Federal Government for 
help in maintaining their health, their productivity, and their very 
lives. 

To that end, I earnestly ask you to consider three proposals which 
will help end the present sham and open a new era of useful building 
for the housing needs of our most numerous and needful families: 

1. Government should broaden its policies of making available to 
private capital the locations, mortgage guarantees, and other forms 
of assistance necessary to subsidize middle-income housing. 

2. Government should provide the proper tax incentives to make 
this kind of housing attractive to private capital. I hope to disctiss 
this point with the gentlemen in Ways and Means shortly. 

3. Government should help halt further urban deterioration by 
enforcing compliance with existing codes through prior-lien laws and 
withholding of fire insurance until defects are cured. 
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4. In seeking ways to make low-cost, low-profit housing attractive 
to private capital, Government can try one further approach which 
has been tried in Canada, rent insurance, just as Government now 
insures bank depositors and mortgagees, it would provide insurance to 
the builder of low-cost housing that he would enjoy full rental. 

Gentlemen, let me conclude by pointing out that private housing 
can never substitute for public housing. But if our Nation depends 
solely on public housing, it loses the meaning of its greatness and its 
heritage of progress through free enterprise. 

If you have any questions, gentlemen, I shall be glad to answer them. 

Mr. Rarns. That is a very good statement, concisely stated. You 
make a good point as to the growing alliance between Federal Govern- 
ment and the cities. That is something we are giving our attention to. 
I think you are correct in your statement. The only thing I can tell 
you about middle-income Seaton is this: In the short time that we 
have set for this bill—and this is no new idea, there have been bills 
introduced on middle-income housing from time to time, and nobody 
has ever brought us the answer in detail. We must have detail. This 
committee is a study group, and after we get through with this partic- 
ular legislation we are going to give some serious thought to try to 
work out some kind of measure to help achieve what the middle-income 
housing people need. I will be frank with you. It isn’t as easy from 
the legislative standpoint as it seems. We are going to spend some 
time and effort on it. 

Mr. Lerrax. Well, Mr. Chairman, if I may take a moment of your 
time, I know how pressed you are, it being Friday afternoon and 
everybody having to catch planes, I have taken time out from my 
business. I employ over 2,200 people. My firm did over $73 million 
this past year, and this year we will hit the $90 million mark. 

I am here as a public servant with a specific responsibility. I would 
like to show the members of the committee some documentary proof, 
ifI may. Ihave with we some pictures. They say a picture is worth 
a thousand words, so we can save some time. Now, these pictures 
show a development which we call Kingsbay Houses, which were built 
on the old Sheepshead Bay Race Track site in Brooklyn, N.Y. We 
had felt that this particular development would serve the masses and 
not the classes, because we had realized that there are many people 
today who can not afford the luxury rents and earn too much to get 
into city housing, and as human beings we felt, since we share the 
leadership of this housing field, that we must show the light to some 
of our associates in the building industry. Now, L would like to show 
you these pictures. 

Mr. Rarns. Pass them up here and we will look at them. 

Mr. Lerrak. You will see that people came 22 hours before sales, 
600 families slept in the gutter, all night, and 3,800 apartments were 
leased in 1 day. I want you to pay especial attention to the depth of 
the line, and I also will submit to you a reprint from Time magazine, 
dated September 16, 1957, more than a year ago, and the byline is 
“Middle Income Housing—the Big Cities’ Problem,” and I am going 
to submit for the record a copy of this reprint and I am just going to 
refer to one small paragraph, which says: 


Using this program, New York City builder S. J. Lefrak, in putting up a 
cooperative development in the Brooklyn Sheepshead Bay District, with a 
monthly carrying charge averaging $21 a room. While Lefrak’s office opened 
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to receive applications, his staff was greeted by 600 people who had stayed in 
line through the night. In 1 day he leased 3,800 apartments. 

Now, this is history, gentlemen, and this was more than a year 
ago, and we know that it takes time to draft proper legislation, but 
by the same token you must make the plan before you work the plan, 
and I am only here to address the members of the Banking and Cur- 
rency Committee, to alert them as to the necessity. 

Now, one of the big pitfalls of your slum clearance and urban re- 
newal is that the area where you are going to do the facelifting is 
where you have got the lower middle income people living. Now, you 
are uprooting these people. You have disorderly relocation, taking 
them from their roots, and after you demolish, you are now improv- 
ing with luxury buildings at $50 per room. Now, is this justice? Is 
this fair? Something is unequitable, and as far as I could see, with 
this large appropriation that will come from Congress to the munci- 
palities, it is my hope and desire that we don’t have moneys given 
away flagrantly, that moneys will be given away with the under- 
standing that it is to serve two masters, both the facelifting of the 
city and housing of this forgotten man in housing, the man who can- 
not live in luxury and earns too much for public housing. 

Now, this can be accomplished. I have heard that the mayors 
have been asking for substantial sums of money, and this group 
would like the money just on a carte blanche basis. Well, everybody 
would like to get money without any strings attached, but since you 
are dedicated servants and you represent your various constituents, 
we have many people who require housing. 

I know 10 young couples today—and we have 18,000 apartments— 
who cannot get married until I get them housing. What does a 

oung man do when he gets out of the Army and if he happens to 

e married and has a family? Are we going to go back to what 
Russia has now, 10 people living in 1 room? Is that what we want 
for our middle-income wage earner? Not every man is the son of 
a rich man. Not every one can be subsidized by their parents. What 
happens to the aged group who live in suburbia and return back 
to the city? They want to walk to work. That man doesn’t want. to 
catch the Long Island Railroad or the New Haven & Hartford. 
He wants to spend some time for cultural entertainment, visit the 
museums and the opera. What have we done for this crowd? And 
how about housing for the aged? Have we done anything for them! 

These are the problems, and the answers I guess lie with you 
gentlemen. 

Mr. Ratys. Of course, we must report to a much larger body, 
which is the entire Congress. If we had all of the answers we wouldn’t 
have to be here, we would have given them to you a long time ago. 
As a matter of fact, it is not as simple as you make it. 

In my 15 years in Congress I have learned that one of the things 
you can’t do is to move too fast into some of these fields that com- 
prise such large numbers of our citizens. I am not opposed to housing 
for middle-income people. We are doing our best to get it. Just 
one question. Did you build those houses with any Government aid 
or assistance of any type? 

Mr. Lerrax. No. 

Mr. Rarns. Strictly conventional loans ? 
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Mr. Lerrax. No, we went to the State and the city in a joint ven- 
ture and we let them float their bonds, their tax exempts. 

Mr. Ratns. That isa New York State law? 

Mr. Lerrak. That is right, and we were the father of this law. 

Mr. Rats. I noticed you said you were going to talk to the Ways 
and Means Committee about it. “It would be a good idea to talk to 
them. Of course, they have that phase of it. We don’t have anything 
to do with the pr oposition of taxes. 

Mr. Lerrax. Mr. Chairman, I would like to leave with you a 
supplement that was published by the New York Times on the 26th of 
October. 

Mr. Ratns. We would be glad to have it. 

Mr. Lerrak. We can acquaint you with many, many things and 
there are some very interesting statements made by the political 
leaders of the State of New York. 

I would like to close with this one thought, knowing how pressed 
you are and knowing how long we could discuss this problem. We 
must face reality. 

After World War II our .returning veterans went into quonset 
huts. These men were forced to move into the suburbs because of 
the home building program that had been initiated and commensurate 
to their income they have lived out there. Many of them have been 
forced with high taxes because of the building of schools and because 
of the other local improvements that have come in and want to return 
to where their roots had originally been, and they want to come back 
to the city. 

There is a big migration from the suburbs back to the city. Now, 
we did hear the mayors, and we know that we have a problem. We 
have blight. 

Now, ‘it is not enough to rehabilitate. We must stop the blight 
from going further. So it is my hope and desire that there will be 
a two-pronged attack. 

Number one, to stop the blight and, number two, to rebuild so we 
can catch up with our deficiency. 

Thank you. 

Mr. Rarns. Thank you very much, Mr. Lefrak. You may leave 
that material with us for our information. 

The next witness is Mr. George T. Mustin, past president of ANHA 
and chairman of the Legislative Information Committee. 

Come around, Mr. Mustin. Who is the charming lady with you? 

Mr. Musttn. This is Mrs. Florence L. Baltz, registered nurse, the 
current president of the American Nursing Homes Association, and 
on my right is Cyrus Maxwell of the association. They will both be 
with me to help answer any questions of the committee. 

Now, in deference to the committee’s time, I would like to submit a 
long statement and read a brief statement. 

Mr. Rains. Your entire statement may be included in the record 
and you may proceed with your brief statement. 
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STATEMENT OF GEORGE T. MUSTIN ON BEHALF OF THE AMERICAN 
NURSING HOME ASSOCIATION 


Mr. Mustin. Mrs. Baltz and I are here to represent the American 
Nursing Home Association which is organizations of the 48 States 
affiliated into 1 organization representing 5,000 nursing homes, almost 
all proprietary. 

To the best of our knowledge, we are the only nursing home as- 
sociation in existence at the present time. We are here to explain 
why we believe the Federal Housing Administration Act pees be 
modified to provide for the construction of new, modern, efficient 
nursing homes and homes for the aged and for the expansion and 
renovation of existing licensed nursing homes. 

In making this request, we would like to emphasize that we are 
most anxious that the entire program be on a sound businesslike 
basis. In view of this attitude on our part, we recommend guranateed 
loans not to exceed 75 percent Federal participation. We do not want 
the loans so liberal as to invite inexperienced and irresponsible per- 
sons to enter the profession. 

For this reason we recommend a 25-percent minimum downpay- 
ment. In presenting this material today we proposed to read a 
summary statement and submit a more extended statement which 
we request be made a part of the record. In addition, we are sub- 
mitting supporting and historical data to the committee for staff use. 
Part of this they may wish to put into the record. The experience 
in attempting to obtain loans through the usual lending channels 
for the construction of nursing homes has been and continues to be 
a most discouraging one to our administrators who are endeavoring 
to meet the ever-increasing need for better and much more efficient 
facilities and services for our aged and chronically ill even though 
bankruptcies and business failures within our association are almost 
nonexistent. 

In support of our request for this legislation, we wish to point out 
to the committee that 91 percent of nursing homes furnishing 70 
percent of the beds today are privately owned. 

Now, in spite of the overwhelming predominance of care in the 
iene nursing homes, Federal support and financing of nursing 

omes has been directed to the nonprofit and tax-supported institution. 

The only exception is the Small Business Administration. The 


major Federal financial support has been through the Hill-Burton _ 


Hospital Construction Act in the form of grants to the nonprofit 
and tax-exempt nursing homes involving 85 million, of which $23,- 
500,000 were Federal grants. These aids to the aged and chronically 
ill are commendable but do not meet the needs. 


Everyone recollects the serious need for increasing nursing facil- | 


ities at a price the aged and chronically ill can afford to pay. 
The nursing home operates at a much lower cost per patient today 
than does the general hospital, and can ease the demand for hospital 


beds by taking the chronically ill and housing them near their resi- | 


dences in a homelike atmosphere. 


The average national cost per day in hospitals was $26 as reported | 


by the American Hospital Association. The most recent figure for 
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Chairman, I would like to present some information that has just 
come to us today and that is to the effect that the Mutual of Omaha 
will very shortly announce a new policy in the form of a rider to be 
attached to existing health and accident policies to provide for care 
in nursing homes. ‘This is something entirely new in the field, and I 
think Mutual of Omaha is to be commended. I would like to submit 
that as a part of the record. 

Mr. Rarns. We would be glad to have it included as part of the 
record. 

(The information referred to is as follows :) 


FEDERAL HOUSING GUARANTEED CONSTRUCTION LOANS TO NURSING AND CONVA- 
LESCENT HOMES 


Statement by George T. Mustin of the American Nursing Home Association 
before the Subcommittee on Housing, Committee on Banking and Currency, 
House of Representatives, on H.R. 2357, H.R. 2990, H.R. 2358, and H.R. 3453, 
January 30, 1959 


I am George T. Mustin, the owner and administrator of a privately owned 
nursing home, past president of the American Nursing Home Association, and 
chairman of the legislative information committee. With me is Mrs. Florence L. 
Baltz, R.N., a nursing home owner and administrator, president of the American 
Nursing Home Association, and chairman of the Joint Council To Improve the 
Health Care of the Aged. We are here to represent the American Nursing Home 
Association, which is an organization of 48 State associations affiliated in this 
1 national organization, representing approximately 5,000 nursing homes, al- 
most entirely proprietary. To the best of our knowledge, we are the only na- 
tional nursing home association in existence at the present time. 

We are here to explain why we believe the Federal Housing Administration 
Act should be modified to provide loans for the construction of new, modern, and 
efficient nursing homes and homes for the aged, and for the expansion and 
renovation of existing licensed nursing homes. In making this request, we would 
like to emphasize that we are most anxious that the entire program be on a 
sound, businesslike basis. In view of this attitude on our part, we recommend 
guaranteed loans not to exceed 75 percent Federal participation. We do not want 
the loans so liberal as to invite inexperienced and irresponsible persons to enter 
the profession. For this reason, we recommend a minimum 25 percent down- 
payment. To further substantiate our attitude, we express here a willingness to 
pay the prevailing local interest rates charged by community lending institutions. 
However, in your deliberations with the Federal Housing Administration, if it 
should be found advisable that a definite interest rate be established as a matter 
of policy and precedent, we would, of course, accept this as we would without 
question the FHA construction standards. Bill H.R. 2357 does establish an 
interest rate of 5 percent maximum. 

In presenting this material today we propose to read a statement into the 
record and to submit supporting and historical data to the committee for staff 
use. Parts of this they may wish to put into the record. 

The experience in attempting to obtain loans through the usual lending 
channels for the construction of nursing homes has been, and continues to be, a 
most discouraging one to our administrators who are endeavoring to meet the 
ever-increasing need for better and much more efficient facilities and services 
for our aged and chronically ill. Local lending institutions such as banks, build- 
ing and loan companies, insurance companies, ete., have and continue to demon- 
strate an almost complete reluctance to give us the type of credit we need. This 
condition continues to prevail even though bankruptcies and business failures 
within our association are almost nonexistent. 

In support of our request for this legislation, we wish to point out to the 
committee that 91 percent of nursing homes today are privately owned, only 
3 percent publicly owned, with 6 percent under the auspices of the nonprofit 
groups, and that further 71 percent of the available beds for care of the aged 
and chronically ill are found in proprietary facilities as compared with 15 percent 
in the publicly owned facilities and 14 percent in the nonprofit facilities. We 
wish to submit a report of a survey made the last of August 1957, listing for 
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each State the number of beds in the proprietary, nonprofit, and tax-supported 
nursing and convalescent homes. These figures were furnished us by the 
States’ licensing authorities. (Addendum 1.) 

In spite of the overwhelming predominance of care in the proprietary nursing 
homes, Federal support and financing of nursing homes has been directed to the 
nonprofit and tax-supported institutions. The only exception is the Small Busi- 
ness Administration, which 2 years ago broadened its program to include loans to 
proprietary nursing and convalescent homes. As of December 31, 1958, the SBA 
had sponsored 92 projects covering sanatoriums, convalescent and nursing homes. 
SBA participation amounted to $4,908,436. 

The major Federal financial support has been through the Hill-Burton Hos- 
pital Construction Act in the form of grants to the nonprofit and tax-supported 
nursing homes involving approximately $83 million of which $23,500,000 were 
Federal grants. 

In addition to the Hill-Burton program, in the last year certain assistance 
through FHA has been given to the development of housing for the aged. Many 
of these facilities include a small infirmary area, These FHA efforts, too, have 
been directed, in most instances, to the nonprofit and tax-supported groups. 

These contributions to the aid of the aged and chronically ill are commendable, | 
but still do not meet the need. The Hill-Burton benefits are restricted to non- 
profit and tax-supported institutions representing only 29 percent of the available 
beds for the chronically ill and aged. The FHA program does not contain 
adequate provision for nursing care on a continuing basis and was not designed 
to support nursing homes per se. The Small Business Administration loan policy 
providing for only short-term loans and a maximum of 50 percent Federal par- 
ticipation prevents the great majority of the proprietary nursing home owners 
from obtaining such loans and makes it difficult for them to compete with the 
nonprofit and publicly owned homes eligible for more liberal financing through 
existing Government programs, 

All groups studying the problems of the aging, in and out of the Government, 
recognize the serious need for increasing nursing home facilities which can 
provide service at a price the elderly and chronically ill can afford to pay. The 
nursing home operates at a much lower cost per patient-day than does the 
general hospital and can ease the demand for hospital beds by taking convalescent 
and chronically ill patients and housing them close to their residences in a 
homelike atmosphere. For comparison the average national cost per patient- 
day in acute short-term general hospitals was $26.02 for the year 1957 (as 
reported by AHA). The most recent figure on a national average for nursing 
homes is $5.79. In the District of Columbia the same figures are $25 and $6.50, 
respectively. 

I would like to read an excerpt from a pamphlet entitled “Health Aspects of \ 
Aging” (Addendum 2). It was written by Dr. H. B. Mulholland, chairman of /[{ 
the American Medical Association’s committee on aging, and is based on informa- 
tion developed by that committee : 

“* * * Tt is common knowledge that many general hospitals are now caring 
for patients who would be better off in the less expensive structure. A com- 
mittee under the chairmanship of Dr. Howard Rusk recently surveyed the city 
hospitals of New York City and found that 20 percent of their patients should | 
be in such an institution, where they could be cared for at the rate of $6 or $7 
per day as compared with the average rate of $21 in New York City hospitals. 

Not only is the cost less but they are not surrounded with sick people, but live 
in an atmosphere in which they are stimulated to become self-sufficient * * *.” 

In the hearings on the companion bill before the Senate Banking and Currency 
Committee, Senator Bush made the following statement: | 

“T visited our State hospital at Norwich, Conn., last October, and went through | 
the premises with the director of that hospital, and there are about 3,000 inmates 
there of whom over a thousand really don’t belong in a hospital at all, They 
belong in a nursing home. 

“Therefore, I had called to my attention vividly that day what the need is for 
nursing homes. At least, that is one very important need. The cases of senility 
really don’t need hospital care, but they do need the care of nursing homes.” 

This is in keeping with the psychiatric group who are much concerned about 
the increasing percentage of elderly patients committed to the mental hospitals— 
cases that are sent there simply because there is no place else for them and cases 
that would make a more rapid recovery in a general hospital or in a nursing 
home. Psychiatrists are thus required to spend their time merely in caring 
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for the needs of many elderly patients in mental hospitals who do not need to be 
there, taking time away from the care of the psychotic patient needing psychiatrie 
treatment. 

It is evident that with the increasing percentage of American citizens over 
the age of 65 and with the increasing cost of hospitalization, the licensed nursing 
home is not only desirable but is so charged with essentiality as to constitute a 
public responsibility. This semipublic responsibility has long been recognized 
in the case of the hospitals. Studies show a tremendous need for additional 
nursing home beds in efficient, fireproof facilities designed to provide the type of 
service specified above. Greater appreciation for the health need of the older 
citizens and higher costs of hospital care make the nursing home a vital part of 
community health services. 

It is apparent that licensed nursing homes have for years been accepted by 
patients, their families and physicians. They are now approved by health 
authorities in and out of Government. 

However, private lending institutions, including banks, savings associations, 
insurance companies, and similar agencies, because of legal restrictions and lack 
of appreciation of the need, have not recognized the essentiality, economic sta- 
bility, and ability to meet obligations which now characterize the management 
of our better licensed nursing homes. For these reasons, existing financing 
methods for the private nursing home have been and continue to be completely 
inadequate to take care of the demand for better nursing homes. 

Hospitals and medical groups at the present time are experimenting with a 
new concept of care in hospitals to include a convalescent or self-care section 
somewhat similar to a nursing home. I wish to call your attention to the 
attached report on the Manchester, Conn., experiment being carried on under the 
auspices of the Hospital Facilities Section of the U.S. Public Health Service as 
reported in the April 26, 1958, issue of the American Medical Association Journal, 
along with a brief editorial appearing in the same issue on the same subject. 
(Addendum 3.) 

A report on a similar study is found in the January 1958 issue of the Kentucky 
State Medical Journal, which I am also attaching (Addendum 4), along with 
the Commonwealth of Kentucky Research Publication No. 48, November 1957, 
entitled ‘Homes for the Aged.” (Addendum 5.) 

I am submitting also Monograph No. 46 entitled “Nursing Homes, Their Pa- 
tients, and Their Care,” published in 1957 by the U.S. Public Health Service. 
(Addendum 6.) This is a survey sponsored by the Commission on Chronic IIl- 
hess, a national voluntary organization founded by the American Hospital Asso- 
ciation, the American Medical Association, the American Public Health Associ- 
ation, and the American Welfare Association. The commission was assisted by 
the U.S. Public Health Service in its study. This study demonstrates clearly 
the ever-increasing population of the aged and emphasizes the serious need for 
increasing the number of modern, new, and efficient nursing care facilities. 

Mr. Chairman, this study shows that one-quarter of the patients jn nursing 
homes are 85 years or over and two-thirds of them are 75 years or over. They 
may have no family or they may have a family that cannot take care of them. 
They do not need to be in expensive hospital beds with a high overhead, but 
they do need to be in a home where there is adequate medical and nursing super- 
vision in keeping with their needs. This can be provided most economically 
by a nursing home. 

These persons may be ambulatory and apparently well one day and bedfast 
patients the next, becoming chronically ill and requiring continuing nursing care 
within their means. These nursing homes are generally not large, and there is 
danger of their losing the essential homelike atmosphere if they become large 
institutions. 

In meeting this need for increased facilities and beds for the care of an aged 
population, we must be very sure that these homes meet the basic health and 
safety regulations of the various States. Each State has its own such regulations. 

We have been working with health and medical groups, including representa- 
tives of HEW, in developing standards which can be suggested to States in 
meeting the basic need. Unfortunate disasters to nursing homes, such as fire, 
can be attributed largely to inadequate State regulations and supervision. Our 
association, in attempting to prevent such disasters, in 1957 adopted a policy 
statement which we think would tighten these controls, and I wish to submit 
it as part of the record (addendum 7). 
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To show how widespread is the interest of diverse groups in this prograin, 
TI would like to leave with the committee staff. a copy of a 5-page report on 
nursing homes appearing in the Journal of the American Medical Association, 
January 10, 1958 (addendum 8), and an advertisement appearing in the Wash- 
ington Star, issue of Sunday, January 23, 1958, on a newly created widespread 
insurance program providing hospital-surgical care for those 65 and over (ad- 
dendum 9). This is indicative of many programs in force, under study, and 
being activated. 

The Hill-Burton grant program meets a need. The proposed Hill-Burton loan 
program for renovation would meet a need. However, the predominant number 
of nursing homes are proprietary and are not eligible for this type of financial 
assistance. We feel that a loan program on a sound, practical, businesslike 
basis will allow nursing homes to provide a larger number of equally acceptable 
beds for the same amount of money than do Hill-Burton grants, because the 
loan funds we are requesting will be returned with interest and can be used 
over and over by other facilities in areas where the need exists. 

Furthermore, it is possible that proprietary nursing homes may be built at 
less cost than nonprofit homes built with Hill-Burton grants and matching 
funds. As of December 31, 1958, there have been constructed 152 projects com- 
prising 7,303 beds at a cost of approximately $83 million, showing a bed con- 
struction cost in excess of $11,000 per bed. We restate that this construction 
was carried on under the requirements set forth under the Hill-Burton program. 

In the case of proprietry facilities built by members of our association within 
the last year and constructed to meet the State and municipal building and 
safety code requirements in Memphis, Tenn., the cost was $3,000 per bed; in 
Kentucky, $3,500 per bed; in Maryland, adjacent to the District, $8,000 per bed. 
This ratio of cost per bed varies to no great degree throughout the country 
where our members have constructed new facilities. The highest cost that has 
come to our attention has been for the construction of a very deluxe facility 
in New Jersey, where the cost reached a maximum of around $4,500 per bed. 
Thus, we feel these figures demonstrate the security offered to the lending 
agency under this program as well as the stability and sound business practices 
carried on in the proprietary field. 

We wish to point out also that funds used for grants and for loans under 
Hill-Burton must come from appropriated funds, and funds used for nursing 
home loans under Hill-Burton must be taken from funds that would be other- 
wise available for grants. On the other hand, unde rthe FHA the cost of the 
loan and the insurance is absorbed by the borrower and does not come from 
appropriated funds. If an FHA-type loan program is established, it is possible 
that appropriated funds might be made available for other types of construction 
under Hill-Burton, thus increasing beds without increasing the Federal budget. 

We see no reason why this loan program should result in duplication of 
facilities, and we are confident that in planning these facilities, the overall 
health facility planning for the area will be considered. This will supplement 
the Hill-Burton program and meet a definite need so far very inadequately met. 

On the other hand, we think it would be a mistake to require the Federal 
Housing Administration to obtain clearance from the Public Health Service 
concerning the need for each individual nursing home loan. We realize that 
there needs to be close cooperation between the various sections of the Public 
Health Service and the Federal Housing Administration, but we do not think 
it is good administration to allow one agency of Government, the Hospital 
Construction Section established by the Hill-Burton Act in the Public Health 
Service, to dictate to the Federal Housing Administration construction stand- 
ards and certification of local needs for each individual applicant for a nursing 
home loan. This is in keeping with the statement in support of this bill sub- 
mitted by the American Medical Association in the Senate and in the House. 
The State standards for construction and licensing together with the FHA 
construction standards should be adequate protection for the public. 

If the committee in its deliberation feels that this restriction on the Adminis- 
trator’s authority is necessary, we would suggest very strongly that the bill 
be amended to include the provision that the person seeking the loan could 
appeal to the proper authority in housing administration from Hill-Burton de- 
cision, should it be negative. In recommending and suggesting this amendment 
we do so only because we feel that all citizens should “have their day in 
court.” 
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The wording of an amendment, we feel, is a matter to be left entirely in 
the hands of this committee and its staff, who are much more familiar with 
this law than we are. 

In the Senate under the Sparkman bill, S. 57, and the Rains bill, H.R. 2357, 
there is a difference in the definition of a nursing home. We could live with 
the definition in either bill. However, we have made minor suggestions to the 
committee staffs in the Senate and House which would, we believe, more clearly 
describe the modern nursing home and its services. 

I would like now to summarize very briefly why, in our opinion, the Federal 
Government should facilitate the building and remodeling of nursing homes 
through Federal Housing Administration guaranteed loans. 

First, proprietary nursing homes at present are caring for the vast majority 
of nursing home cases, and there is little likelihood that nonprofit or public 
insittutions will ever take over the full responsibility for the aged and chron- 
jeally ill. 

Second, because of the one-purpose design of nursing homes, the usual com- 
munity-lending facilities either cannot or will not provide the needed financial 
credit. 

Third, the proprietary nursing home is a small, private, taxpaying business that 
is providing a vital health service to the community. 

Fourth, nursing homes are not asking for subsidies either in principal or 
interest ; they will pay the going rate of interest and will repay money advanced 
to them so it can be used over and over again. 

Fifth, the nursing home that meets realistic standards, and that has the 
proper arrangements for nursing services under medical direction or supervision, 
serves hundreds of thousands of elderly patients who otherwise would be forced 
to enter general hospitals and pay the relatively high prices that hospitals must 
charge to operate on a financially sound basis. 

That concludes my statement. Mrs. Baltz and I will be happy to attempt to 
answer any questions. 

AUSTIN STATE HOSPITAL, 
Austin, Tex., December 3, 1958. 

This paper was originally prepared at the request of Dr. Daniel Blain, then 
medical director of the American Psychiatric Association. It was at Dr. Blaine’s 
suggestion that considerable extra detail be included for the purpose of ready 
adaptation to other hospitals and communities. 

A condensation of this paper has been accepted for publication in the journal 
“Mental Hospitals” due for release in December 1958 or January 1959. 

In view of the previous commitments of the content, other uses of the paper 
should be held to the usual approval of the author and publisher. 

Since the printing of this paper, the number of nursing home placements made 
by this hospital now stands at 854. 

JOHN MIDDLETON, 
Director, Psychiatric Social Services. 


[As submitted for publication, bulletin ‘‘Mental Hospitals’’] 


THE OPERATION OF AUSTIN STATE HOSPITAL NURSING HOME AND FoLtow-Up 
PROGRAM 


John Middleton, director, psychiatric social services, Austin State Hospital 


In March of this year, the Austin State Hospital furloughed its 723d patient 
to a private nursing home. This represented an increase of over 200 since the 
last report in “Mental Hospitals,’ March 1957. What started as a small-seale 
attempt to aid reduction in wards overcrowded by chronie seniles has progressed 
to a very practical full scale operation with placements being made from admis- 
sion wards, outpatient clinic, and for some avoiding hospital contact altogether. 
The nursing homes have become increasingly more useful as they have grown 
in psychiatric experience, and are often utilized as a halfway house in the 
rehabilitation of geriatric patients even though such use was not the originally 
planned use of the home. The overall program has demonstrated considerable 
value in meeting the demands for more geriatric inpatient services, and gives 
adequate proof that the elderly patient can also respond to proper treatment to 
the level of at least social remission in a supervised home. It has done much to 
free the professional staff for more concentrated work with the acutely ill patient 
who still requires intensive treatment, 
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Although the utilization of ataractic drugs has aided the program consider- 
ably, the nursing home program predates the drugs. The typical patient ordi- 
narily referred and placed successfully in this manner can be described as: 60 
years of age and older, suffering from a chronic brain syndrome with cerebral 
arteriosclerosis, only partially oriented as to time, place, or even person, no 
grossly incapacitating cardiac or nephritic involvement, and with no other con- 
dition requiring bedside medical supervision. The typical patient requires 
maintenance medicines which can be given by subprofessional personnel. The 
cost or precautions of the medicines cannot be prohibitive. Ambulation is not a 
requirement, although helpful. Spoon feeding can be provided in some homes, 
but tube feeding is prohibitive to placement. Most often the patient has entered 
the hospital because of his acting-out behavior in the family home. The accept- 
able activity level of the patient may vary considerably from one nursing home 
to another, but the general level should not be one requiring restraints or con- 
stant surveillance to prevent running away from the nursing home or a threat 
to safety of self or others. The diagnosis or etiology itself is relatively un- 
important. The elderly patient commonly has no personal financial resources 
and his residence may have been as far as 200 miles from the hospital. He is 
normally without a guardian. When the patient is referred for nursing home 
care as a preference to returning him to his own home, it is because the home 
situation is not considered adequate to supervise the patient, such as necessary 
on a 24-hour basis, or the medical needs of the patient cannot be met adequately 
in the care of relatives or home community resources. 

Conducting a continuously successful program necessitates several hospital 
requisites : 

1. A belief that the elderly patient is at least partially rehabilitatable. 

2. A well trained social service staff fully cognizant of the total medical 
problems of the aged mentally ill patient. The social worker must be widely 
experienced and unusually resourceful to weld together all of the many agency, 
community, and hospital policies into a coordinated program. More than ordi- 
nary academic acquaintance must be had with the biological aspects of the 
patient’s total illness. The social worker must understand the hospital in its 
entire treatment program to be the resourceful person described in later detail 
of the duties. (The Austin State Hospital has a formalized 2 year inservice 
training program designed to provide such a functioning hospital social worker.) 
A separate section of the social service was found needed to devote fulltime 
to the program. The head of this section needs casework supervisor's status. 

3. The medical staff must be well oriented to the major aspects of the pro- 
gram and able to function approximately at odd hours of the night in event 
of serious illness or death in nursing homes. The principal ingredient to the 
successful program is probably unrestricted, cooperative, interdepenramental 
communications. The reasons why this is so vital will also be evident as the 
details of the operation are expanded. 

Hospital community relations must be good and a clear concept of the program 
must be had by the cooperating agencies such as local social security represen- 
tatives, veterans’ administrtion legal office, public assistance office, county and 
probate courts, health departments, and the citizenry itself to accept furloughed 
mental patients into neighborhood nursing homes. 

Numerous inquiries have been received regarding the Austin State Hospital 
nursing home program and the following is an attempt to answer the need for 
details of actual operation and some of the problems and highlights of 7 years’ 
experience. 

The presentation will follow an outline presented by Sam A. Hoerster, Jr., 
M.D., Austin State Hospital superintendent and the writer to the superintend- 
ent’s meeting of the Texas State Hospitals in April, 1957. It is believed that 
appropriate modifications for local conditions and laws will make the pro- 
gram adaptable to any medium and large size hospital. The outline will follow 
a chronological sequence of nursing home placements. 


I. SELECTING NURSING HOMES 


Licensing by the State Health Department signifying at least minimal 
standards for the operation of a custodial or nursing home has been and re- 
mains the first criterion in seltcting a particular nursing home. Each nursing 
home used is privately owned and operated. Individual agreements are had 
with each operator after the home satisfies the standards of the hospital (in 
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addition to the licenses above). Prior to hospital approval, the home should 
be inspected for its physical plant in the usual areas of safety, security, sani- 
tation, and housekeeping. Written details should be kept as to the convenience 
the home offers the elderly patient, such as proximity of toilet and bath fa- 
cilities to sleeping area, proximity of dining areas and individual method of 
feeding in the home. Having information about the accessibilty of stairways, 
steps in floor plan, use of carpeting, throw, rugs, ect., will save considerable time 
in later determining if a particular patient should be kept in one nursing home 
or another. The neighborhood environment needs appraisal as to: Location, 
such as fenced yards, traffic hazards, proximity of other homes, usual noise 
level, ete. The employees and operator of the home need to be interviwd to 
satisfy hospital requirements for proper competency before entrusting a patient 
in thir care. When the above factors are found favorable, the reputation of 
the home with other agencies should be determined to further corroborate the 
findings. 


II, AGREEMENT BETWEEN PRIVATE NURSING HOME AND HOSPITAL 


An agreement is made between the hospital representative (social service 
supervisor) and the operator of the home. Such an agreement includes: 
A. Nursing home operator agrees to: 

1. Assume responsibility for furloughed patient. 

2. Make reports to hospital on condition and welfare of patient as 
requested. 

3. Notify hospital immediately in event of serious physical illness or 
mental disturbance. 

4. Arrange transportation for patients’ clinic appointments. 

5. Notify hospital medical OD immediately in event of death. 

6. Secure services of private physician in event of death, or coroner. 

7. Notify next-of-kin of the death and cooperate with burial arrange- 
ments. 

B. Austin State Hospital agrees to: 

1. Accept furloughed patient back as in-patient at any time. 

2. Send ambulance from hospital to nursing home when patient’s 
condition dictates need. 

3. Provide burial services in hospital cemetery for indigent patients 
when needed. 

4. Aid in locating relatives if nursing home operator cannot locate 
in event of emergencies. 

5. Provide clinical and dental care pro re nata on recommendation or 
prescription of hospital physician. 

Primarily because of this agreement and the practice of the hospital to fur- 
nish prescribed medications to its patients where resources will not permit pri- 
vate purchases, the local nursing home operators take patients at a reduced rate. 
Such operators know they will not be left with an indigent patient requiring 
expensive medical services or burial arrangements. The average cost of this 
nursing home care has been $75 per month while comparable private arrange- 
ment for only custodial services averages $100 per month; for nursing care by 
other than professional nurses, $150 per month; and for professional nurse care 
in a nursing home, $200 per month on the local scale (central Texas). The 
volume of patients furloughed from the hospital also contributes to the lower 
cost. 

III. HOSPITAL PLANNING FOR PLACEMENT PRIOR TO COMMITMENT 


More recently the committing courts (85 for the Austin State Hospital) have 
been referring the elderly patient to the hospital prior to taking legal action. 
Through the facilities of the outpatient psychiatric clinic, it is often feasible 
to arrange nursing home placement without bringing the patient into the hos- 
pital. This procedure has several advantages: 

(a) It allows for less dislocation of the patient from his more usual 
routine. 

(b) It avoids legal complications of competency and does not sever any 
public assistance moneys the patient may be receiving prior to hospitaliza- 
tion. 

(c) It tends to pacify guilt feelings the near relatives may have de- 
veloped about institutionalizing their patient relative. 





392 HOUSING ACT OF 1959 


Often, too, the relatives will refer themselves to the hospital for aid in secur- 
ing guidance and recommendations about nursing homes where it has already 
been a family decision. Such people are seen by a social worker and most often 
are encouraged to bring the patient to the outpatient clinic so that an adequate 
medical examination can support the family decision. In situations where the 
outpatient clinic is not used, the social worker counsels the family relative to the 
situation and will give the relatives a list of nursing homes offering appropriate 
care to meet the needs of the patient in question. The family then is free to 
choose and make its own arrangements more to the patient’s advantage by 
having experienced objective guidance. Where the patient is referred to the 
outpatient clinic as a eandidate for nursing-home care, the social worker ob- 
tains the complete medical-psychiatric history and the clinic physician makes 
the appropriate mental status, physical, and neurological examination. When 
laboratory procedures are indicated, the hospital clinical laboratories complete 
outpatient clinic requests ahead of routine work. If it is recommended that the 
person should be cared for in a nursing home, the physician completes the neces- 
sary forms. (In Texas, a physician’s examination and recommendation is neces- 
sary for nursing-home care.) The social worker supervising nursing-home 
placement ordinarily takes over arranging the care and any followup procedures. 
In the absence of such supervisor, any of the other casework supervisors have 
been trained to fill in. In outpatient clinie referrals for nursing-home care as in 
the first type above, the family is encouraged to complete private arrangements 
with the home. If the family is indigent, or otherwise unable to complete the 
details of placement, the social worker does so with additional plans made for 
the followup in the outpatient psychiatric clinic, through which other hospital 
clinics are also available when recommended by the physician. 


IV. PLANNING PLACEMENTS AFTER COMMITMENTS 


Ideally, relatives are interviewed prior to the patient’s arrival at the hospita) 
but due to the large geographical district most relatives are seen at the time 
of admission. In addition to the usual admission history data, the social 
worker determines the likelihood of the patient’s being a nursing-home candi- 
date. This perceptiveness, diagnostic acumen, and awareness of the usual fac- 
tors in the total care of the aged patient on the part of the social worker trained 
specifically in this area contributes substantially to the effectiveness of the pro- 
gram. For the past year, this program has been conducted almost entirely 
from the admission services. While interviewing the relatives, the social worker 
not only must elicit the necessary data, but he must instill reality goals in these 
informants. The worker must develop an expectancy of symptomatic improve- 
ment without promising a cure. As mentioned above, pacifying any guilt about 
the institution is more easily accomplished by the substitute plan of nursing home. 
Such a plan offered to the relatives on admission must be realistic and offered 
only after the people accept the hospital treatment program. While reinforcing 
the hope that something else may be done, the worker must assure that such a 
plan will be offered only upon the medical staff’s recommendation after thorough 
diagnosis and treatment. Not only does the admitting social worker have to be 
skillful and perceptive, he must have a personal belief that the nursing-home 
program does, in fact, offer advantages over hospitalization. It has been found 
that the unaccepting social worker cannot and will not be successful in getting 
patients to nursing homes. Perhaps here it would be well to review the ad- 
vantages to the patient: 

(a) Fewer people to adjust to in the immediate environment. 

(b) Less complicated and seemingly familiar environment. 

(c) More homelike attention by the nursing homes for ordinary daily 
needs. 

(d) Less danger from physical hazards arising from being with patients 
of varied behavior on same ward. 

(e) An appearance of home more than the relatively aseptic wards. 

The advantages to the hospital are also involved and include— 

(a) Freeing valuable personnel for work with the more acute patients 
rather than continuing work with already socially rehabilitated. 

(b) Aiding in alleviating overcrowding of wards and, of course 

(c) Less expense to the hospital thereby allowing more direct patient 
services to the patients who still require inpatient hospital services, 
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Other factors the social workers must know include : 

(a) The patient is referred only after thorough study by the medical 
staff which itself must believe that the nursing home referral is a better 
solution : 

(b) All prescribed medications will be given the same as if the patient 
were in the hospital ; 

(c) The patient may be returned at any time for inpatient care for medi- 
eal and/or psychiatric needs ; and 

(d) That the patient’s return to the hospital need take no longer than 
half hour from any nursing home except one. (See returning patient to 
hospital. ) 

With the above facts firmly established and fully accepted, the social worker 
can more easily and realistically prepare the family to accept whatever course 
is recommended in the patient’s interest. 

In the Austin State Hospital, the patients admitted in the morning are seen 
the following morning in the admission staff. At that time, the social worker 
presents a brief of the positive findings from the admission history plus any 
suggested or agreed upon placement plans for the patient. The worker must 
know then the likelihood of financing nursing-home placement should that be 
the recommended goal after diagnostic and/or treatment courses are complete. 
Financial arrangements for such care include: 

(a) The family’s ability or willingness to contribute. 

(b) Eligibility for public assistance as determined by— 

(1) Age. 

(2) Citizenship. 

(3) Residency. 

(4) Financial condition of legally responsible relative. 

(c) Eligibility for social security payments determined by personal en- 
titlement or entitlement as a spouse. 

(@) VA compensations and pensions. 

(e) Railroad retirement annuities. 

(f) Civil service retirements. 

(g) Personal income or funds from any other source. 

Often these details require extended study. As the patient’s behavior changes 
and he becomes a candidate for nursing-home care (all patients whose condition 
and family circumstances permit are referred, of course, for direct placement 
with the family), the attending physician informs the social worker. If the de- 
tails of financing such care have not been worked up previously, they are gath- 
ered as soon after referral as possible. (This financial inquiry for nursing care 
is completely apart from the assessed charges for hospital board and treatment 
made to legally responsible relatives. Ordinarily, no person involved in the 
care and treatment of a patient is aware whether a particular patient’s board 
and treatment costs are being paid or not.) As soon as it becomes apparent that 
the cost of such care can be arranged, the social worker refers the patient back 
to the physician for completion of necessary forms, including mental status and 
physical condition. The patient’s legal status has to be determined and if he is 
ordinarily incompetent, and the resource is to be public assistance moneys, a 
guardian must be secured unless the patient is such that the hospital superin- 
tendent is custodian of the funds. Securing a guardian has presented many 
time consuming problems. At present, there are two sources of guardians: 
A member of the family, or if the family is not available either by choice or prox- 
imity, the other source is a volunteer or public service guardian. All hospital 
admissions who appear to be within the age requirements of receiving public 
assistance have a form letter sent to the local State department of public welfare 
office and the county clerk of the committing court to determine if the person 
was a recipient of public assistance, and if letters of guardianship had been 
issued for the patient. This procedure often saves weeks in later placement. 
Where public assistance moneys are to be used, the guardian must make the 
application for receiving the funds with which to pay the nursing home. When- 
ever a patient has real property, the guardian is almost invariably a member of 
the family. Most of the elderly patients coming to the hospital do not own any 
ow ery and most require a legal guardian before placement can be 

ed. 

Recently, a plan was inaugurated to facilitate the guardianship procedures 
and to assure financial as well as legal independence of the guardian from the 
hursing home and hospital—whereas before, a guardian was usually selected from 
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among the business associates of the operators, such as the grocer, laundry, or 
insurance representative, and the operator paid to them the court cost of the 
letters of guardianship. The new plan is for donations for court costs to be 
deposited with an organization called the volunteer council, a body composed of 
representatives of organizations having volunteer work as a project in the hos- 
pital. The volunteer council is a coordinating and advisory group for volunteer 
contributions and services of social, service, and fraternal organizations. This 
group agreed to administer a fund called volunteer guardian fund with which 
it would pay the legal costs of securing guardians. The local county court waives 
all possible fees and very obligingly accepts standard legal forms for letters 
of application, affidavits for personal surety for the applicant, and orders appoint- 
ing the guardian. These are processed for indigent patients by the supervising 
social worker for nursing-home placement. This somewhat unusual arrange- 
ment attests to the acceptance of the program by the local cooperative agencies 
and particularly to the county judge who makes the normal court fee for the 
indigent patient, without reference to prior residence, $14.50 instead of the more 
usual $75 as a prevailing fee in most Texas counties. The volunteer guardian 
serves without compensation. 

Establishing a guardian requires a 10-day public notice and only after it be- 
comes enforced can the guardian apply for a public assistance grant, making the 
total time necessary for completing all legal and financial arrangements never 
less than 1 month. Constant communications between the social worker and the 
attending physicians is a must. The physicians should order all special labora- 
tory and consultants’ examinations he thinks may be necessary to rule out any 
suspected or unsuspected lesions, diseases, or vital insufficiencies before the re- 
ferral is made. The social worker must be quite sure of the data developed 
about financial conditions, family responsibility and interest, real property, etc., 
before initiating the proceedings. The worker also must predict with reason- 
able accuracy the type nursing home the patient will be most suitable for ap- 
proximately 6 weeks after the referral. This is true particularly where public 
assistance grants are involved since the moneys will be used to supplement any 
other incomes. A public assistance grant in Texas does not exceed $60 for 
either old-age assistance, aid to needy blind, or aid to the total and permanently 
disabled. Since the average nursing-home cost is $15 above that amount, other 
resources are used whenever possible. The worker must know the expected 
cost of individual care in the most suitable home for the patient’s needs and 
make appropriate arrangements for the additional moneys whenever possible. 
Two major resources are available—social security and families. (When social 
security is used, the superintendent of the hospital is most often custodian and 
he will award payments from the patient’s account to the nursing home. In the 
Austin State Hospital, the superintendent establishes an automatic rehabilita- 
tion and emergency fund in the amount of $500 for each patient for which he is 
eustodian. Beyond that the superintendent, as custodian, pays the hospital the 
established amount for hospital board and treatment. The fund may not ac- 
tually reach the $500 level before the patient is furloughed to a nursing home 
and it may be used for private nursing home care and personal expenditure such 
as clothing, sundries, personal radio, etc., for the patient before or after such 
furlough. Where public assistance moneys are involved as principal or supple- 
mental funds, the rehabilitation fund is set at $300, the maximum liquid asset 
allowable for eligibility under public assistance.) Such custodial accounts ex- 
pedite and facilitate the placements particularly under the newer disability 
provisions of social security. Families who cannot afford the total cost of 
nursing homes fairly frequently can afford $15 or $20 to supplement an old-age 
assistance grant and are generally willing to do so. This is particularly true 
when the family may have been paying such amount to the hospital for board 
and treatment. 

V. FURLOUGH TO NURSING HOME 


After admission staff and prior to completing plans of placement, each patient 
is reviewed by a disposition staff presided over by an outside psychiatric con- 
sultant. This further guarantees the appropriateness of the referral. 

When all legal and financial arrangements have been met for the individual 
patient, the State department of public welfare fieldworker who has taken the 
application notifies the social worker that the grant will be issued on a certain 
day. (The area office of the State department of public welfare assigns two 
fieldworkers primarily to nursing-home patients and such applicants.) When a 





| 
} 
' 
{ 
| 





R 
8 
n 
Pp 
8 
0 
f 
n 
t! 


Cwrwre cts soa 


— oh i ot 


Lona eo se oe Ot 


a ot es fo st eee 


2aQa7 7 





Lis 
ch 
es 
TS 
it- 
ng 
re- 
es 
he 
re 
an 


1e- 
he 
er 
he 
“a- 
ny 
re- 
ed 
c., 
n- 
|p- 
lic 
hy 


ly 
er 


nd 
le. 
ial 
nd 
he 
‘a 


he 
1c- 
ne 
ch 
ch 
le- 
et 
‘X- 
ty 
of 
ge 
ue 
rd 


nt 
n- 


al 
he 
in 
vO 


HOUSING ACT OF 1959 395 


notice is received of a forthcoming grant, the hospital social worker arranges 
with the selected nursing home for the day of furlough, and relates the informa- 
tion to the attending physician who makes sure of maintenance medicines and 
special medications as may be necessary. The physician relates these matters 
and any other special nursing techniques and recommended followup procedures 
to the social worker for the purpose of proper orientation and handling of the 
patient by the nursing home personnel. 

Where more than one patient is involved, it has been found that an identifi- 
eation band attached on the wrist before the patient leaves the hospital insures 
proper identification and is a worthwhile safety precaution. 

Most often the furlough is directly to the nursing-home operator, but occa- 
sionally a patient may be discharged into a nursing home when the financing 
has been arranged by the family, and the patient’s condition did not justify 
other legal proceedings. Occasionally, too, the families request the patient fur- 
loughed to them and they in turn take the patient directly to a nursing home. 
Regardless of the arrangement, as long as the patient is on furlough, he remains 
subject to the control of the hospital for medical purposes, and it has been found 
much more workable for the patient to be furloughed than discharged. If the 
patient does have a relapse or a new syndrome develops, it is much easier and 
safer to have him on furlough status and subject to immediate return instead 
of discharged status, because the latter necessitates additional court action be- 
fore the patient can be readmitted to the hospital. This fact reassures the 
nursing home operator that the hospital remains a continuous resource when 
the necessity arises. 

Little has been said of the guardian’s obligations other than to receive and 
pay the money to the proper nursing home. It has been found that the most 
workable arrangement is to let the guardian work where he wishes to be of 
service instead of asking for his services at each turn. The guardian is noti- 
fied of all decisions which affect his status with the patient and has a legal 
right to become involved in each instance, but most guardians seem to prefer 
the volunteer status, giving aid, socialization, and extras as they feel personally 
motivated. (A banquet is held annually by the hospital honoring the guardians 
and certificates are awarded as a small token to the keystone in the entire 
nursing-home program.) 

VI. FOLLOWUP 


Because of the excellent interagency relations, any of the agency representa- 
tives with legal jurisdiction over nursing home operations can and do contact 
the supervising social worker any time a situation in a nursing home or a 
patient’s condition indicates hospital attention. Ordinarily, the State depart- 
ment of public welfare fieldworker is the first to see the patient after he leaves 
the hospital for the purpose of certifying payment of public assistance. The 
licensing division of the State and local health departments, public health nurses, 
and State department of public welfare maintain cooperative supervision over 
the nursing homes. The hospital has no administrative supervision over the 
private nursing, but enjoys advisory communication with the agencies with 
jurisdiction. The hospital has medical responsibilty of the patient and retains 
the right to remove patients from any nursing home if the patient’s condition 
justifies or the circumstances in the nursing home become unfavorable. The 
above is termed “informal followup.” 

Routine followup is primarily by the nursing home operator’s contact with 
the social worker whenever indicated. The usual contacts involve the patients 
changes of appetite, sleeping habits, activity levels, bodily eliminations, or ad- 
justment levels of the patient in either direction from the expected, or the nurs- 
ing home operator’s contact with the family. The family is encouraged to visit 
the patient in the nursing home whenever feasible and is permitted to take the 
patient out of the home for drives, meals, and visits during the day. The 
authority for this rests with the operator, but the prior recommendation of the 
hospital is ordinarily sought. Should the family wish to take the patient from 
the home overnight, the permission is granted only by the hospital in order to 
keep the responsibility for the patient’s welfare clearly established. 

It has become more and more frequent that the patient’s adjustment becomes 
stabilized and/or the family situation becomes favorable to the extent that 
patients are refurloughed in the care of the family. The financial resources 
developed by the hospital often contribute to improving the family situation 
where originally the family could not keep the patient due to the financial stress. 
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An added monthly income of from $40 to $60 may make family care quite feasi- 
ble. Thus, the nursing home program has become also a program for halfway 
houses in rehabilitating the aged patient. In each instance, the furlough to the 
family is evaluated on the basis of required custodial supervision, medical needs, 
and safety within the home and only little more than half the requests by the 
family can be granted on first request. Most of the denials are made on the 
basis that insufficient supervision is available without placing undue responsibil- 
ity on the members of the family. The family reaction to this overload of re- 
sponsibility would be conscious or unconscious rejection of the patient. 


VII. OUTPATIENT FOLLOWUP 


Should the nursing home operator, one of the agency representatives, or a 
member of the patient’s family note a physical condition which should be re- 
evaluated, the patient is scheduled into the hospital clinic services as an 
outpatient, or readmitted, if required. The regularly available clinics include 
psychiatry, neurology, orthopedics, medicine, surgery, opthalmology, derma- 
tology, ENT, gynecology, and urology. The transportation to the clinic is 
ordinarily furnished by the nursing home operator at appointed hours. 


Examining team 

Regular weekly visits to a nursing home by the nursing home examining 
team of the hospital assure that the patients are examined completely each 
6 months. The nursing home team, composed of a staff physician assigned to 
general medical and surgical services, a social worker, a registered nurse, and 
medical secretary, spends one-half day in a nursing home each week and makes 
as many trips to the same home as necessary to examine all patients regardless 
of previous clinic visits. The mental status, physical condition, and neurolog- 
ical status are reevaluated. The referral forms, clinical records, vital informa- 
tion forms, etc., are brought up to date and complete records kept of proceed- 
ings. For other physiological studies, a hospital medical technologist ordi- 
narily revisits the home the following morning to collect appropriate specimens. 
This reexamining has done much to enhance agency and community relations 
and family acceptance of the program, as well as give direct benefit and service 
to the patients. The preparation by the nursing home operator for the examin- 
ing team is relatively simple—only a private room, usable table, adequate 
lighting, and wash area are required. All necessary equipment and supplies 
are taken to the nursing home by the hospital staff. More often than not, 
additional clinical services or evaluations, such as electrocardiograms or 
X-rays are recommended for some patients after the examining team visits 
the home and these are scheduled accordingly as described above. 


VIII. RETURNING PATIENT TO HOSPITAL 


When any change such as enumerated under followup above occurs, the 
operator notifies the supervising social worker. Whenever the hospital social 
worker believes the condition wararnts returning the furloughed patient to 
the hospital, he makes immediate arrangements. This arrangement includes 
authorizing the patient’s return through the hospital register, alerting the 
nursing service division when indicated to send an ambulance with appropriate 
equipment, such as oxygen, for the patient, notifying the physician who will 
attend the patient upon arrival, notifying the appropriate hospital ward of 
the impending arrival, and preparing the appropriate admission forms. Whether 
the hospital social worker assumes the responsibility of initiating the patient’s 
return or refers the matter to the medical OD, the decision to return the 
patient results in the social worker’s arranging the above details immediately 
upon the decision. 

Often in what could be considered an extreme emergency, the social worker 
elicits sufficient information to make the decision in a matter of a few sentences 
from the operator and postpones obtaining the remaining presenting symptomatol- 
ogy and interim history until the ambulance has picked up the patient for the 
reason that the operator should be attending the patient rather than giving 
qualifying details by phone. By the time the patient arrives at the hospital, the 
social worker has obtained all pertinent data possible under the circumstances 
and prepared a summary which is attached to the patient’s clinical chart and 
placed in the hands of the physician. This:procedure, at times carried out in a 
matter of minutes, attests to the need of a well-organized, well-trained hospital 
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staff. The dependency on the part of the usual “line authority” of the hospital 
upon the decision of a ‘staff functioning” social worker further indicates the type 
personnel and job training necessary. The very few premature return furloughs 
that the hospital social worker may arrange are of little or no consequence in 
terms of proper patient care and none are considered a mistake by the program- 
oriented medical staff. 

The .availability of the emergency returning procedure is quite valuable in 
“selling” the program and getting its acceptance, not only by the relatives of the 
patient, but does much for the morale of the hospital staff itself in accepting the 
fact that appropriate care is available for the patients under the program. 

When the patient is returned to the hospital on other than emergency basis 
such as in an insidious decompensation in the patient’s mental or physical state, 
the procedure is for the return to be authorized by a physician upon recommen- 
dation of social service. When the patient is returned, ordinarily by the nursing 
home operator, he is taken through the regular admission procedure for any other 
patient. The patient and informants are interviewed, the patient is given a 
cursory examination in the receiving office by the admitting physician for the 
purpose of assigning the patient to the appropriate hospital ward. Upon assign- 
ment of the appropriate hospital unit, the social worker continues to gather 
interim information since the last hospital contact with the patient and prepares 
such data for presentation to admission staff the following morning. The physi- 
cian meanwhile also treats the returned patient the same as a new admission and 
secures appropriate data for presenting the mental status, physical, neurological, 
and physiological findings to the admission staff. The accumulated data and 
any additional diagnostic or treatment recommendations are employed to deter- 
mine appropriateness of a refurlough to a nursing home or to a different nursing 
home when nursing needs of the patient should change. In this way the returned 
patient is completely reevaluated even though his stay in the hosital may be only 
2 days. 

The social worker has the additional responsibility of notifying the State de- 
partment of public welfare for stopping any public assistance moneys, notifying 
the guardians, and any relatives of the return. 

Whenever a furloughed patient is known to be near death, even though he may 
not be directly benefited by hospital care, he is returned to the hospital when 
possible. (A post mortem exam is requested for every hospital death and the 
findings of all deaths presented to the medical staff at least once each week. 
Autopsy permits average 70 percent.) 


Ix. SUMMARY AND CONCLUSIONS 


Continued operation of a successful nursing home program by a State hospital 
requires : 

1. Proper selection of the nursing homes on the basis of competent per- 
sonnel and physical plant in keeping with the needs of elderly patients. 

2. A well-trained hospital staff with particular training of the social work 
division in total medical needs of the elderly, mentally ill patient. 

8. Unrestricted, cooperative interdepartmental communications. 

4. Adequate facilities to provide followup care in the nursing homes and 
on an outpatient basis for all the clinical needs of the elderly patient. 

5. Agency and community acceptance of the hospital program. 

A State hospital nursing home placement program makes a substantial contri- 
bution toward meeting the needs of the ever-increasing number of elderly patients 
being admitted. That the elderly patient can be placed outside the hospital shows 
that intensive treatment can be successful to the extent of a social remission in 
supervised homes. The program utilizes primarily outpatient-type care without 
sacrificing the availability of prompt medical and psychiatric treatment. The 
plan indirectly contributes to public education and acceptance of the total treat- 
ment program of the hospital by using various agencies as an integral part of it. 





CONVALESCENT OR NursING Home AND Hosprrat Expense BENEFITS RIDER 


This rider is made a part of policy No. _------- and is subject to all provisions 
of the policy which are not in conflict with the provisions of this rider. 

Rider date (same as the policy date if no date shown) : --_-----------------. 

Rider premium (included in the policy premium if no amount shown) : $_----. 
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In consideration of the payment of the rider premium the insured is hereby 
insured, subject to the provisions of this rider, against loss because of hospital or 
convalescent or nursing home confinement expense incurred while this rider is in 
force and resulting from (1) accidental bodily injuries received while this rider 
is in force, or (2) sickness originating while this rider is in force. 


PART A. EXCEPTIONS 


The exceptions shown in the insuring clause of the policy will apply to this 
rider ; however, in applying them the words “rider date” will be substituted for 
the words “policy date” wherever the words “policy date’ appear. Also, no 
benefits will be payable under the rider for confinements in health resorts or for 
confinements which are domiciliary. 


PART B. DEFINITION OF “GONVALESCENT OR NURSING HOME CONFINEMENT” 


The phrase “convalescent or nursing home confinement” means confinement (1) 
upon the specific recommendation and under the general supervision of a legally 
qualified physician, (2) beginning immediately subsequent to required confine- 
ment as a resident bed patient in a hospital for a period of at least 5 days, and 
(3) for the purpose of receiving medical care necessary for convalescence from 
the conditions causing or contributing to the precedent confinement in a hospital. 
The phrase further means confinement within a place which is licensed to pro- 
vide nursing care to resident persons and which has the services of a graduate 
registered nurse on call 24 hours per day. Confinement in a special section or 
special unit of a hospital used primarily for the care of convalescent patients 
shall be considered convalescent or nursing home confinement, 


PART C. HOSPITAL ROOM EXPENSE BENEFITS 


The association will pay for the expense incurred by the insured for the hospi- 
tal room during the period, in excess of 30 days, of the insured’s confinement as 
a resident bed patient in a hospital because of covered injury or sickness, but not 
to exceed $5 per day nor 30 days for each accident or each period of sickness. 


PART D. CONVALESCENT OR NURSING HOME CONFINEMENT EXPENSE BENEFITS 


The association will pay the convalescent or nursing home confinement expense 
incurred by the insured during the insured’s period of such confinement because 
of covered injury or sickness, but not to exceed $5 per day nor 55 days for each 
accident or each period of sickness. If benefits are payable under this part D. 
benefits for the same period of time shall not be payable under part © of this 
rider nor under part A of the policy. 


PART E. AGGREGATE BENEFITS LIMIT 


Benefits payable under parts C and D of this rider and under part A of the 
policy shall not exceed the combined total of 60 days for each accident or each 
period of sickness. Any period of sickness resulting from the same or related 
cause or causes of a prior period of sickness for which benefits have been paid 
under this rider will be considered the same period as the prior one, unless the 
losses during these periods are separated by at least 6 months. 


PART F. TIME LIMIT ON CERTAIN DEFENSES 


(a) After two years from the rider date, no misstatements, except fraudulent 
misstatements, made by the applicant in the application for this rider shall be 
used to void this rider or to deny a claim for loss incurred after the expiration of 
such two-year period. 

(b) No claim for loss incurred after 2 years from the Rider Date shall be 
reduced or denied on the ground that a disease or physical condition not excluded 
from coverage by name or specific description effective on the date of loss had 
existed prior to the effective date of coverage of this rider. 

MutTvuAL BENEFIT HEALTH & ACCIDENT ASSOCIATION, 
V. J. Suutt, President. 
Form 1803M. 
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y Survey made by the American Nursing Home Association of available nursing 
r and convalescent homes as of Aug. 28, 1957 
n 
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State of beds | of homes 
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Connecticut............... 188 5, 445 16 1, 162 6 515 7, 122 210 
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ri SD 222 2, 981 1 225 1 | 12 3, 218 224 
S OY eae 149 3, 284 12 508 4 49 3, 841 165 
' [ Massachusetts__......_-_-- 587 13, 450 | i ae Pe 43 2,753 | 18,026 656 
“Sareea 600 10, 360 | mi) Seiichi 13, 407 650 
Minnesota...........---- - 328 | 5,741 | 98 5, 851 | 19 | 1,800 | 13,392 445 
| RRR ene tie, 57 | 977 | 6 ences npehhpttode Re, | , 330 | 63 
eS aS pS Ts bi hg h g ae al, CR af BaOye ELS) weed 5. 940 297 
. "ee Ta Ren 89 | 1,427 0 0 | 5 | 342 | 1,769 | 94 
i- Nebraska......-..-..------ | 349 5,341 25| 1,587| 6| 148| 7,076) 380 
so («|)~CCUNevads...._. ee ee | “12 215 9 25; 01 0; "420 21 
rt New Hampshire.-__--_-_---- 119 1, 875 21 754 | 10 | 1,777 4, 406 | 150 
og Ee ss | 148 4,411 9 77 19 | 1, 991 6, 679 | 176 
New Mexico...........--- 148 | 917 6 139 | 2 | 199 1, 255 | 156 
NE EERE eas | 1,047 | 26, 604 143 6, 940 | 0 | 0 | 33, 544 | 1, 190 
North Carolina__-___--.--- 328 | 3, 968 15 579 30 | 1,367| 5,914 | 73 
North Dakota.._........ 13 | 226 s 314 | 2 | 55 | 595 | 23 
eG 712 13, 601 105 1 Cannas, HES pepeneie | 19,358 817 
e Oklahoma.____.._..- Wied, 538 6, 546 5 311 1 115 6, 972 544 
i | SSR: 181 4, 434 | 17 432 | 5 568 | 5, 434 203 
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: TS EEE SHS 6s Ea 7 es ae eee 650 
a Rhode Island. __......--.-- | 932 3, 024 22 1, 122 0 | 0 4, 146 254 
is South Carolina__--------_- 44 804 4 77 1 | 79 960 49 
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1€ Washington. __.....--_-_-- 308 9, 527 27 1, 210 3 | 244| 10,981 338 
h West Virginia. _..........- 52 1, 286 5 94 2 405 1, 785 59 
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, Wyoming.._...........-. | 366 | 2 41 9 | 326 733 51 
id District of Columbia. . __-- 20 1, 764 | fp SBD La Sik ULI I ES fee EES 4 1, 764 20 
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| | 
eS 15,530 | 263,471 | 1,429 | 78, 986 | 496 | 49, 846 | 392, 303 17, 455 
| | | 
1 Not reported in 1957. Data from 1954 report was used. 
nt ‘ 2 None on island. 
. In using this chart, please note: 
1. Not all licensing laws are the same from State to State. 
ne 2. In some States complete data was not available as asked for by the survey. 
d 3. In some States nonprofit and county, city, and State institutions are the 
d same. 


4. Many States are in the process of revising State licensing laws. 

5. Some States distinguish between homes for the aged and nursing homes. 
When possible, they have been treated as one in this survey. 

6. State mental hospitals and schools for the feebleminded are not included. 

7. Pennsylvania has commercial boarding homes which were counted under 
proprietary homes. 








400 HOUSING ACT OF 1959 


8. Virginia licenses nursing homes for two or more patients. Home for the 
aged must have four or more patients. This varies from State to State. 

9. Minnesota includes homes for chronic and convalescent patients as nursing 
homes or boarding care homes. 

10. Missouri did not type nursing homes. They are in the process of putting 
into force a new nursing home licensure law. 


{News release, American Nursing Home Association, Washington, D.C.) 


Poricy STATEMENT 


The following statement of policy and incorporated recommendations have 
received the endorsement of the officers, governing council members, and State 
association presidents of the American Nursing Home Association and are sub- 
mitted as being representative of the profession as a whole. 

Ira O. WALLACE, 
President, New Castle, Ky. 


I. That converted and existing facilities which are below accepted standards 
and cannot be made adequate be replaced as rapidly as possible by present owners 
with modern acceptable facilities. 

II. That in planning for expansion and new facilities the SBA recommenda- 
tions, as accepted in consultation with the ANHA officers, be followed as the 
minimum whether SBA loans are used or not. 

III. That the building of more modern and acceptable nursing homes and 
rapid expansion of facilities now available be expedited. 

IV. That every patient be under medical supervision and someone available who 
is qualified to carry out physician’s orders for all patients admitted. 

V. That both existing homes and new facilities plan for greater emphasis 
on programs for recreation, rehabilitation, and physical therapy, and that facil- 
ities and personnel be provided for such, wherever practicable. 

VI. That in licensing the State agencies require satisfactory character refer- 
ences. 

VII. That licensing agencies require administrators or prospective administra- 
tors with satisfactory training and experience, to avail themselves of the training 
provided and offered by short periodical institutes and short courses as a pre- 
requisite to licensure. 

VIII. That referrals by State and local welfare authorities be made only to 
licensed or approved facilities. 

IX. Recommended fire safety standards: 

. Fire extinguishers in approved number and type. 

Two or more unobstructed exits from each floor. 

. Enclosed stair wells or automatic closing fire doors. 

Patients limited to two stories except if fireproof or sprinklered facilities. 
Unless sprinklered, fire-detection and alarm systems for all facilities. 
Use of fireproof paint. 

. Flameproof treated draperies. 

. Enclosed central heating plants—no space heaters. 

. Monthly fire drills and planned evacuation procedures. 

10. Supervised smoking or in designated areas. 

11. Approved wiring annually inspected by qualified electrician. 

12. Plentiful supply of water and means for immediate use in emergency. 

13. Yearly inspection of chimney and heating system. 

14. Plan of evacuation by fire department. 

15. Fireproof storage of flammable materials. 

16. Lighted exit signs. 

17. Emergency lighting equipment. 

18. Sufficient personnel adequately trained in fire protection on 24-hour duty. 

19. Exit doors to open outward. 

X. That to facilitate such policies, we advocate: 

(a) More liberal terms on loans for expansion and building nursing homes 
by SBA, FHA, or other governmental agencies. 

(b) More liberal payment policies and supplementation by welfare agencies 
and authorities for the care of indigent and old-age recipients. 

(c) Patronage by the public of only licensed, approved, and qualified homes 
eapable of properly caring for the type of patient admitted. 
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(d) Greater representation on, and recognition by State and municipal licens- 
ing and regulating boards of the nursing home profession’s duly appointed 
spokesmen. 

(e) Adequate and qualified licensing agency inspection personnel on local 
or State levels. 

(f) Rigid enforcement of existing laws and regulations affecting the pro- 
fession. 

Mr. Rarns. Have you testified or has your organization testified 
in the Senate? 

Mr. Mustin. Yes, sir. 

Mr. Rains. And you, of course, know about the bill that we have 
before us that has a nursing home section in it which is meant to be 
the same as it was in last year’s bill which we unfortunately didn’t 
quite get through. 

From the standpoint of the language, that is, the 75 percent, I un- 
derstand that section is satisfactory, is that correct / 

Mr. Mustin. Yes, sir. 

Mr. Rays. And is the Senate section about the same as we have 
in this bill ? 

Mr. Mustin. The Senate section in that respect is the same, sir. 

Mr. Rains. I was hoping it would be and we wouldn’t have any 
argument when it got to conference. 

Mr. Mustin. There is very little argument and I think we are al- 
most together on this. May I continue? : 

Mr. Rarns. You will be surprised to know how many people are 
really in strong support of your proposal. 

Mr. Mustin. Thank you, sir. 

Mr. Rarns. That is from both sides of the aisle for that matter. 
You have made a good statement. 

Are there any questions from anybody ? 

Mr. Mustin. I have some more. 

Mr. Rains. I thought you had finished. 

Mr. Mustin. No, sir. 

In the hearings on the companion bill before the Senate Banking 
and Currency Committee, Senator Bush made the following state- 
ment—this was last week on Friday: I visited our State hospital at 
Norwich, Conn., last October and went through the premises with 
the director of that hospital and there are about 3,000 inmates there 
of whom over a thousand really don’t belong in a hospital at all. 
They belong in a nursing home. Therefore, I had called to my at- 
tention vividly that day what the need is for nursing homes. At 
least that is one very important need. 

The case of senility doesn’t really need hospital care, but they need 
nursing homes. There are increasing numbers of cases sent to mental 
hospitals because there is no place else for them. In this connection 
Mrs. Baltz has some very interesting information on a study re- 
cently made in Austin, Tex. 

Mrs, Baltz, will you present your information ? 

Mrs. Baurz. I te like to call your attention to the fact that in 


Austin, Tex., proprietary homes are being used for mentally ill 
atients who had been discharged but not ready to go back to their 
omes. 

_ They started out for the selfish reason of emptying a few beds, but 

it has worked so successfully for their mental patients that they now 
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have 854 patients placed in nursing homes and I would like to leave 
this for the committee. 

Mr. Rarns. Isn’t it true that under the Hill-Burton Act there has 
already been some building of nursing homes? 

Mr. Mustrn. Yes, there has been $83 million devoted to that. 

Mr. McDonoucu. A home for taking care of aged patients, not a 
home for nurses. 

Mr. Musttn. Yes, to give them long-term care. It is apparent that 
licensed nursing homes for years have been accepted by patients, 
their families and physicians. They are now accepted by authorities 
in and out of government. We are submitting a study showing one- 
third of the patients in nursing homes are 85 years or over and two- 
thirds are 75 or over. These patients may be ambulatory one day 
and bedfast the next, requiring continued care. These nursing homes 
are not large and there is danger of their losing the essential home- 
like atmosphere if they become large institutions. 

In meeting the needs for the aged population, we must be sure that 
these homes meet the health regulations of the various States. Each 
State has its own regulations. We have been working with health 
and medical groups, including representatives of Health, Education, 
and Welfare in developing standards which can be suggested to States 
in meeting the basic need. Unfortunate disasters to nursing homes 
such as fire can be attributed largely to inadequate State regulations 
and supervision. 

Our association, in attempting to prevent such disasters, in 1957 
adopted a policy statement which we think would tighten these con- 
trols and I wish to submit it as a part of the record. We feel that 
a loan program on a sound practical business-like basis will allow 
nursing homes to provide a larger number of equally acceptable beds 
for the same amount of money as do Hill-Burton grants because the 
loan funds we are requesting will be returned with interest and can 
be used over and over by other facilities in areas where the need 
exists. 

Furthermore, it is possible that proprietary nursing homes may be 
built at less cost than nonprofit homes built with Hill-Burton grants. 
I am submitting supporting data and examples in the complete state- 
ment. We wish to point out also that funds used for grants and 
loans under Hill-Burton must come from appropriated funds and 
funds under Hill-Burton must be taken from funds otherwise avail- 
able for grants. 

On the other hand, under the FHA the cost of the loan and the 
insurance is absorbed by the borrower and does not come from ap- 
propriated funds. If an FHA loan type program is established, it 
is possible that appropriated type funds might be also made avail- 
able for other types of construction under Hill-Burton, thus increas- 
ing beds without increasing the Federal budget. 

We see no reason why this loan program should result in duplica- 
tion of facilities and we are confident in planning these facilities the 
overall health facility planning for the area will be considered. 

This will supplement the Hill-Burton program and meet a definite 
need so far very inadequately met. 

On the other hand, we think it would be a mistake to require, Mr. 
Chairman, the Federal Housing Administration to obtain clearance 
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from the Public Health Service concerning the need for each in- 
dividual nursing home loan. 

We realize that there needs to be close cooperation between the 
various sections of the Public Health Service and the Federal Hous- 
ing Administration, but we do not think that it is good administra- 
tion to allow one agency of Government, the Hospital Construction 
established by the Hill-Burton Act, and the Public Health Service to 
dictate to the Federal Housing Administration construction stand- 
ards and certification of local needs for each individual applicant for 
a nursing home loan. 

This is in keeping with the statement in support of this bill sub- 
mitted by the American Medical Association in the Senate and the 
House. The State standards for construction and licensing together 
with the FHA construction standards should be adequate protection 
for the public. If the committee, in its deliberations, feels that this 
restriction on the administrators authorized is necessary, we would 
suggest very strongly that the bill be amended to include the pro- 
vision that the person seeking the loan could appeal to the proper 
authority in the Housing Administration from Hill-Burton should 
it be negtaive. 

In recommending and suggesting this amendment, we do so only 
because we feel that all citizens should have their day in court. 

Now, Mr. Chairman, we thank you very much, and we are available 
for any questions should any member of the committee wish to ask 
us any. 

Mr. Ratns. Mr. Addonizio? 

Mr. Apponiz10. One or two questions, Mr. Chairman. 

Actually, Mr. Mustin, the proposal that you make with respect to 
the nursing homes is rather conservative, isn’t it, when you consider 
the fact that FHA insures rental housing at 90 percent ? 

You are only asking fort a 75-percent loan. 

Mr. Mustrn. That is quite right, Mr. Addonizio, but we think it is 
imperative to keep this on a businesslike basis and to keep from at- 
tempting to draw adventures and opportunists in our field. We want 
to be sure that the loans are repaid. 

It is our belief that if we can operate under a basis of this sort for a 
few years, that we will then come under the scrutiny of private lenders 
and the whole program can then be handled on a private basis. This 
would be a sort of pump-priming operation. 

Mr. Apponizro. Later on in your remarks you make the statement 
that bankruptcies and business failures within our organization are 
almost nonexistent. 

Mr. Mvstry. It should probably read “within the industry.” I 
doubt very much if you could find any sort of business enterprise that 
has a lower ratio of bankruptcies than the nursing home field. 

Mr. Apponiz1o. You strongly believe then if this program is enacted 
by the Congress, this will stimulate the construction of nursing homes ? 

Mr. Mustrn. Yes, sir, certainly. : 

Mr. Apponizi1o. Thank you. 

Mr. Ratns. Any further questions? 

Mr. McDonovuen. No questions. 

Mr. Rarns. We want to thank you. I don’t anticipate any trouble 
with your problem. I wish they were all as easily resolved as yours 
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apparently is going to be. I notice you say in your statement that 
you have some little differences of opinion about certain language in 
the Senate bill and in the House bill, but you could live with either 
one. I will say this to you: Last year we had some difficulty trying to 
work out a definition of a nursing home so that we could come to some 
agreement with the doctors and Senator Hill of Alabama. We worked 
hard on it and I think this time it will come out of the conference so 
that you will like it and we can all get along with it. 

In my State there is a young man by the name of Charles Dunn 
who is president of the Alabama Nursing Home. I remember him 
from the time he was a boy in knee pants. He is doing a really won- 
derful job and we are proud to have him representing the organization, 

Mr. Mustin. I have one further point. When you referred to the 
difference in language there, I think you were referring to the defini- 
tion of a nursing home. 

However, there is one thing that concerns us more and that is the 
provisions in your bill for—I believe it occurs on page 27, lines 10-16, 
if I may read it: 

The Commissioner shall not insure any mortgage under this section unless 
he has received from the State agency designated in accordance with section 
612(a)1 of the Public Health Service Act for the State in which it is located 
the nursing home covered by the mortgage, a certification that there is a need for 
such a nursing home. 

We are wondering how this is going to be administered, sir, because 
ey this is an FHA bill, a banking procedure, and this would 

ave the effect of placing this program under two different agencies 
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of the Government and it might possibly bring the Public Health | 


Service into the banking field. 
Mr. Ratns. That is true as to a good many sections of the law. 


The FHA side of it has only to do with the economic feasibility in the | 


law itself and I happen to be one among many up here who believe 
that we must keep our State public health services in connection with 
this program. We will see to it in the report, that there will be no 
such conflict, but I know from the observations made in the heari 
before and our conversations that most of the members think that 
State health should at least be consulted about it. 

Mr. Mustin. Yes, sir; we are in accord with that. 


Mr. Rains. Take military housing today which is insured by FHA. | 


Before that can be insured, FHA has to have word from the Secre- 
tary of Defense that they need it, so this is the very same restric- 
tion that would be placed in that. 

Mr. Mustrn. I believe we can and we are in accord with your 
statement about being under control of the State health agencies. 
Thank you. 

Mr. Rarns. Thank you very much. 

The next witness is Mr. George McLain of the National Institute of 
Social Welfare. Come around, Mr. McLain. 

I believe you are accompanied by Mr. Robert Brown. 

Mr. McLarn. Yes, Mr. Chairman. 

Mr. Rats. Is Mr. Brown with your organization ? 

Mr. McLatn. Yes, sir. 

Mr. Ratns. Now, Mr. McLain, I have had demands made on me by 
the members because a lot of people have to leave town and I would 
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appreciate it if you would put your entire statement into the record 
and then summarize as best you can what is actually in your state- 
ment for us. 

Mr. McLary. Mr. Chairman, this will take 20 minutes. I have 
timed it. Is that too long? 

Mr. Rarns. What you want to do is just get your message over to 
the committee. 

Mr. McLatn. I will press it and if I am taking too long you chop 
me off. 

Mr. Rats. All right. 


STATEMENT OF GEORGE McLAIN, PRESIDENT, NATIONAL 
INSTITUTE OF SOCIAL WELFARE 


Mr. McLain. Mr. Chairman and members of the committee, my 
name is George McLain. I am president of the National and chair- 
man of the California Institutes of Social Welfare. I am a member 
of the Citizen’s Legislative Advisory Commission to the California 
State Legislature and a member of the California Governor’s Com- 
mittee on Aging. 

With me is Robert Brown, housing director of the California Insti- 
tute of Social Welfare and former chief engineering examiner for the 
Los Angeles office of the Federal Housing Administration. Mr. 
Brown will answer any questions of a technical nature which the 
members of this committee may ask at the conclusion of my presenta- 
tion. 

Because the membership of the National and California Institutes 
of Social Welfare is composed primarily of senior citizens, our in- 
terest in housing lies in programs to provide low-rent dwellings for 
the 10 million Americans 65 years of age or older whose incomes aver- 
age less than $1,000 per year. These are the people who depend for 
their livelihoods on small social security benefits, old age assistance, 
World War I veterans’ pensions and similar small, regular incomes. 

It is this economically underprivileged group that needs considera- 
tion by Congress. One of their most urgent needs is in the housing 
field where their small incomes deny them decent living quarters. 

The purpose of my appearance before this committee is to urge 
alates of H.R. 2357 by Congressman Albert Rains, which contains 
hberalized provisions for housing for the elderly. 

However, my own experience prompts me to propose that this 
committee include in its final version of their bill some provision to 
require the FHA Commissioner to encourage qualified nonprofit or- 
ganizations to develop low-rent housing projects for the elderly and 
toexpedite their applications with all reasonable speed. 

Unless such a provision is made, administrative policies within the 
FHA can continue to thwart the spirit of the act, no matter how 
worthy the objectives of its authors. Our own history of negotiations 
with the FHA in our efforts to provide low-rent housing for the needy 
aged clearly shows the urgent need of congressional action to prevent 
avoidable delays by the FHA. 

Late in 1956 the California Institute of Social Welfare initiated its 
plans to develop low-rent housing for the elderly under section 207 of 
the Federal Housing Act. 
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By July 11, 1958, when I previously appeared before your commit- 
tee, we were confident that our first Senior Citizens Village, at Fresno, 
Calif., would soon be under construction. Members of this commit- 
tee were shown our land planning design, floor plans of the modern, 
comfortable buildings to be occupied by elderly, low-income tenants, 
and the plan for the proposed community center, hub of the social and 
business life of the projected Senior Citizens Village. 

At this time, we had received FHA site approval. We had made 
formal application, accompanied by our check, for FHA mortga 
insurance and a project number (FHA project No. 121-00055-A) had 
been assigned to Senior Citizens Village, Fresno, Calif. 

The estimated cost of the project was to be over $4 million. From 
all evidence available at that time, we would break ground sometime 
in September 1958 and the first of 1,050 tenants would begin moving 
into Senior Citizens Village this year. 

Anticipating no further problems in receiving final FHA approval, 
I even invited the members of this committee to Fresno to inspect the 
project upon its completion. 

Unfortunately, I regret to report that every imaginable roadblock 
has been thrown in our way, and at the present time the future of 
the entire project is in serious doubt. Relatively minor delays were 
caused by repeated demands by the FHA for changes in plans, design, 
and so forth. Our housing staff met these demands promptly, but 
each one entailed time consuming processing through regular FHA 
channels. At last, a final obstacle has emerged in the form of un- 
expected and almost insurmountable financial requirements. 

As of this date, we are uncertain as to whether Senior Citizens Vil- 
lage will ever be developed under section 207 of the Federal Housing 
Act, which was intended for this very purpose. 

The immediate need for the type of housing we propose is widely 
evident, particularly in California. Earlier this month, a California 
State Senate interim committee, headed by Senator Hugh Burns, 
after a 2-year study, reported that the State’s senior citizens are facing 
a catastrophe in the next 10 years unless bold action is taken to provide 
decent housing for the elderly. 

Rising hope for such action has been inspired by the FHA depart- 
ment for the elderly, which has distributed glowing brochures of the 
housing for the elderly program. In its literature, the FHA en- 
courages nonprofit organizations, such as the California Institute of 
Social Welfare, to undertake housing for the elderly programs and 
promises to give the fullest cooperation to qualified applicants. 

But the treatment accorded our organization, in its efforts to provide 
well-designed housing at low rentals for senior citizens indicates that 
the publicly-stated policy of the FHA and its actual policy are at 
opposite poles, with respect to housing for the elderly. 

ur experience since January 1957, when we first contacted the 
FHA in the Los Angeles County area, is a 2-year chronicle of frus- 
tration and delay. 

When the California Institute of Social Welfare first acted to 
qualify for Federal aid under section 207, our attention was, naturally, 
focused on the Los Angeles area. This region embraces 40 percent 
of California’s 1,250,000 persons of 65 or older and it was logical 
that the greatest need for housing for the elderly existed here. 
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After conferences with Norman P. Lyon, the Los Angeles FHA 
Director, we retained an architect known for his interest in designing 
dwellings especially for older people. As a next step, we negotiated 
successfully for the required acreage, located in West Covina, a thriv- 
ing Los Angeles suburb. The owner was the L. E. Dixon Co., of San 
Gabriel, Calif. 

After we had received FHA approval of the site and had launched 
preliminary construction plans, we met our first unexpected obstacle. 
The Dixon Co. informed us that they were withdrawing their offer 
of the West Covina land after being informed Sy Mr. Lyon, as well 
as by the FHA sources in Washington, D.C., that the California 
Institute of Social Welfare would not qualify for an FHA com- 
mitment, then or in the foreseeable future. Our plans for a housing 
for the elderly development on the West Covina site were dropped 
as a consequence, at a cost of months of effort and expense. 

Fortunately, at this time we learned of a suitable site available in the 
Fresno area. We obtained verbal approval of the tract from the San 
Francisco area FHA office and arranged for its purchase. The Senior 
Citizens Village of Fresno, Calif., sponsored by the California Insti- 
tute of Social Welfare, was formally initiated by letter to the San 
Francisco FHA office on December 3, 1957. This was the start of a 
new series of delays and postponements. 

Our best efforts—letters, personal conferences, and telephone calls— 
failed to bring official acknowledgement of our application until April 
1, 1958, after I had brought the matter to the personal attention of 
FHA Commissioner Norman Mason, here in Washington. 

Barring routine delays, events moved fairly evenly. We presented 
our plans for Senior Citizens Village, as well as the financial statement 
of the California Institute of Social Welfare. Both were deemed 
satisfactory by the San Francisco FHA office. 

We also presented to the FHA assurances from the prime contractor 
and the architect that they would waive part of their fees and profits, 
as contributions to the sponsoring organizations. 

These amounts, when added to the amount furnished by the sponsor, 
would make up the required 10 percent equity. 

In the meantime, we had spent many thousands of dollars member- 
ship funds for costly engineering surveys, land planning, and land- 
scaping design, all required by the FHA in processing an application. 

In the field, there were additional expenses entailed in our applica- 
tion to the Fresno City Planning Commission and the Fresno City 
Council for annexation and rezoning of the Senior Citizens Village 
site. 

During this period, we held numerous conferences with FHA offi- 
cials, at which our plans were subjected to repeated revisions. Never- 
theless, we proceeded with all possible speed, and even obtained firm 
bids from contractors and subcontractors, covering every phase of 
construction. 

It was our sincere desire to move without delay, once the FHA ap- 
proved our commitment, which was expected at any time by the thou- 
sands of our members and other senior citizens throughout the State. 

On December 16, 1958, a meeting was called by the San Francisco 
office of the FHA. I attended, accompanied by Robert Brown, and 
also our prime contractor and an executive of the mortgage company 
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that was to supply the interim financing. Others present included 
D. G. Minto, San Francisco FHA Director, members of his staff, and 
R. W. Jefferson, Director of Examination and Audit of the FHA, 
Washington, D.C. 

At this meeting, we were presented with a new directive, which 
reads, in part, as follows: 

Cash investment requirements and mortgage credit analysis appropriate to 
this type of case. 

The mortgagor must have necessary capital plus the mortgage loan to defray all 
costs of the project, including furnishings, equipment, and ail other requirements 
to place the project in immediate operation. 

The cash investment must, in no event, be less than 3 percent of the total re- 
placement cost of the project. 

The difference between the mortgage amount and the total cost, including fur- 
nishings, equipment, etc., should be in the form of a permanent investment. This 
precludes the payment of fees by means other than cash. However, any or all 
of the customary fees included in the estimated replacement cost may be do- 
nated to the mortgagor, thus reducing the overall cost. Under cost certification, 
the builder’s fee customarily involved would be recognized as part of the cost, 
and any portion thereof waived by the builder would result in a reduction of the 
required cash investment about the 3 percent minimum. 

After a careful analysis, we determined that this new directive 
would require at least 3 percent of our equity in immediate cash. 
Other requirements imposed at this meeting would bring about this 
result: We, the mortgagor, would have up to 18 percent equity in the 
replacement cost of the project, instead of the 10 percent required by 
law. 

As we understand “Section 207, Housing for the Elderly,” it re- 
quires that the mortgagor be a nonprofit organization, that the FHA 
insure 90 percent of the replacement cost of the project, and that the 
mortgagor supply 10 percent of the replacement cost, which the 
sponsor and/or mortgagor may raise through gifts, membership dues, 
contributions, and so forth. _ 

Because of our interpretation of this new directive, we contacted 
Congressman Gordon McDonough, a most distinguished member of 
your committee, who arranged for an appointment for us with Com- 
missioner Norman Mason. 

Accompanied by two members of my staff, Mr. Brown and James 
Evans, I flew to Washington, D.C., and began a series of conferences 
with toplevel PHA officials, including Commissioner Mason. These 
meetings, which took place from Mooney January 5, to Friday, Janu- 
ary 9, often lasted for hours. During them, we discussed from ever 
angle the restrictive requirements imposed at the San Francisco FH 
office on December 16. 

Although we did not receive the degree of encouragement. we be- 
lieve our type of project deserves, our discussions led to a formula 
that we found acceptable. To prevent any misunderstandings, Mr. 
Brown was advised to prepare our interpretation of the area of 
agreement. ; r ‘ 

This was submitted to FHA officials, who did not indicate any dis- 
agreement with Mr. Brown’s findings. Accordingly, Mr. Brown 
signed the statement and turned it over to Mr. Wendell Edwards, of 
the Washington, D,C., FHA staff. It reads as follows: 


Re FHA No. 121-00055-—A, Senior Citizens Village, Fresno, Calif. 
Dear Mr. Epwarps: The conference with Mr. Jefferson in his office Wednes- 
day, January 8, received the following : 
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1, The sponsor and/or mortgagor will provide permanent cash investment in 
the amount of 3 percent of the replacement cost. 

2. The remainder of the mortgagor’s 10-percent equity requirement will be 
supplied by the prime contractor, who builds for a fixed sum and waives a por- 
tion of his profit and overhead fee. This amount, plus the organizational fee 
now invested by the sponsor, the California Institute of Social Welfare, supplies 
the equity requirement. 

8. There is no identify of interest between the prime contractor and the spon- 
sor and/or mortgagor. 

4. The mortgagor certifies cost. 

5. The mortgagor deposits with the mortgages 2 percent of the mortgage 
amount, representing working capital as outlined in form 2013. This project 
will be exempt from California property taxes. 

6. The architect will supply supervision. The architect’s fee will be 4 percent. 

7. A1-percent vacancy factor will be used. 

To be resolved in the San Francisco office is the profit and overhead percentage 
allowed the prime contractor, which will be based on the fees customarily allowed 
in the specific area. All the problems of a typical subdivision with a 12-percent 
to 15-percent P. and O. fee are involved in this 43-acre project. 

The series of conferences with Mr. Jefferson, Mr. Connor, Mrs. Cleverly, Mr. 
Cox, and yourself have been constructive, as well as productive. We want to 
move forward as rapidly as possible. 

At this point I want to state the sponsor and/or mortgagor are explicit in their 
desire to meet all the requirements involved in this tyne of insured mortgage. 
Further, we want all the facts clearly detailed. We want no implications of 
rebate or kickhack. 

Everyone participating in our series of conferences has been cooperative and 
helpful, and we are appreciative. 

Very truly, 
CALIFORNIA INSTITUTE OF SocrAL WELFARE, 
By Rosert A. Brown, Director of Housing. 


We returned to the west coast, confident that the expenses of the 
trip—more than $1,500—had been well spent and that our problems 
had been resolved. We proceeded once more with our plans, and as- 
sured all those with whom we had become associated in our housing 
efforts that actual construction might me undertaken with little fur- 
ther delay. 

Imagine our amazement when we received the following letter from 
Mr. Jefferson, completely setting aside our area of agreement and 
posing additional problems: 


Re FHA Project No. 121-00055-—A, Senior Citizens Village, Fresno, Calif. 


Dear Mr. Brown: In response to your letter of January 8, 1959, regarding 
the above project, may we again assure you that it was a pleasure to have had 
the opportunity to discuss frankly the problems you have with respect to the 
finnncing of this project. It appears, however, that we may not have made clear 
to you several phases of our requirements which we think bear directly on your 
plan. 

It is our understanding that in order for you to proceed with this nroiect it 
will be necessary for you to take advantage of the builder’s desire and willingness 
to donate all or part of his builder’s fee and profit as a contribution towerd the 
elderly housing project. In order to meet your objective under cost certification 
procedures, the law requires that the mortgagor and the builder be joint snon- 
sors. Pursuant to such an arrangement, the cost-plus type of contract is used 
and the fee allowed the builder may be certified by the mortgagor, whether paid 
or not. 

On the other hand, your suggestion of proceeding on a nonidentity-of-interest 
basis defeats your purpose. In such case, if the fee is waived or donate’? from 
the contractor to the mortgagor, it must be considered a rehate and deducted 
from the gross contract at the time of cost certification. This would, in all 
probability, have the effect of reducing the mortgage amount and increasing 
your equity requirement. As you know, the commitment to insure is 90 percent 
of our estimated replacement cost, including allowable fees and other charges, 

36043—59 27 
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but subject to adjustment based upon certification of actual cost at time of 


closing. 


The amount of fees are determinable by the Director with jurisdiction, based 
upon the prevailing custom in his district, and we are thus not in a position to 
assure you that the architect’s fee will be 4.4 percent, more or less, with or without 


supervision. 


In determining the income from the property, the vacancy factor should also 
be established by the Director, but we have some doubt that he would use as low 
a factor as 1 percent, since 3 percent is usually considered a minimum for these 


purposes. 


A copy of your letter and our reply are being sent to Mr. Minto, the Director 
of the San Francisco insuring office, and we shall continue to be available for 
further discussion of this matter by telephone, or otherwise, as may suit your 


convenience. 
Very truly yours, 


Assistant Commissioner for Audit and Examination. 


Our prime contractor, upon being given a copy of Mr. Jefferson’s | 
letter, wrote us, under date of January 19, 1959, a reply which I will 


quote in part. 





R. W. JEFFERSON, 


GENTLEMEN: * * * In respect to that part of our recent conversation where 


you stated that FHA was insisting that this is to be a cosponsored relationship 
between the CISW and the prime contractor, and that the mortgagor and the 
prime contractor would enter into a cost-plus type of conract in lieu of a lump- 
sum contract, you realize, no doubt, that a cost-plus contract is not an effective 
means of acquiring job economy. Subcontractors, materialmen, and all others 
connected with the project make certain that their various operations include 


the maximum allowable dollar. 


Further, we as prime contractors feel that an S8-percent fee and overhead 
allowance is totally unrealistic and we are not interested in executing such a 
contract; particularly when we are operating against an upset price. 

Further, it is our firm belief that even if it would be acceptable to all parties 
concerned to enter into a cost-plus arrangement, with the resulting higher cost 





to the mortgagor, the entire program would lack the necessary aspects which | 
make the present plan feasible. It is economically impossible to build housing 
at the highest possible cost and then rent them at the lowest possible rate. FHA | 
apparently does not realize that the two are incompatible. 

The point that we are attempting to establish by relating the above is that 
unless you are in receipt, in the immediate future, of at least a letter of intent 
or some other form of firm commitment from FHA, we will find it necessary 
to withdraw from the project. You certainly must understand that we can- 
not continue indefinitely. We have already been put to considerable loss in 
that we have permitted other work to draw to a close in anticipation of the 
Senior Citizens Village. In waiving a portion of our fee, it was necessary that 
we have as few outside interests as possible, so that we would be able to effect 
maximum job control and complete the project as rapidly as possible. 


Yours sincerely, 


TED SHAFER, 


President, Great Western Builders, 3244 Mayfair Boulevard, Fresno, 


Calif. 


I would like to point out to this committee that the adoption of 
Mr. Jefferson’s cost-plus directive would increase our construction 


costs by at least a half million dollars. 


As Mr. Shafer pointed out 


in his letter, this added cost would put our project into the high-rent 
bracket, completely nullifying the original objective of the village— 


low-rent homes for the needy aged. 


Furthermore, it is our conviction that the FHA should encourage 
rather than discourage, competent, financially responsible contractors 
who are interested enough in housing for the elderly to offer a con- 


tribution toward this type of project. 
enough in number. 


Such businessmen are few | 
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of At this point, it would appear that the FHA has retreated into a 

sition where it is blocking the progress of Senior Citizens Village 
. For reasons of economics. But economic soundness was not intended 
ut | to be acriterion for housing-for-the-elderly projects. Insuring offices 
were expected to resolve any reasonable doubts in favor of qualified 
so | applicants, to speed construction of much-needed homes for elderly 
men and women. 





- 


. It must be remembered that the FHA has insured mortgages for 
or | literally billions of dollars in fields other than housing for the elderly 


‘or | on the basis of need, with only token equity requirements. That the 
“' | FHA shows little understanding of the need for housing for the 
elderly, or of the principles that prompted passage of section 207, is 
evident in the small number of commitments approved since 1956— 
20 in all. 
1's | One of the important characteristics of our Senior Citizens Village 
ill | in Fresno appears to have been completely ignored by the FHA. I 
speak of the low comparative per unit cost. 
ut Two commitments have been issued for housing-for-the-elderly 
nip projects in California. One included a per unit cost of $10,600. The 
the | per unit cost of the other was $9,560. The per unit average for both 
he | per unit 
uy is $10,030. 
as But the application for Fresno Senior Citizens Village cites a cost 
mo of only $7,665 per unit for 556 units and a large community center 
building. Our cost is $2,355 lower per unit than the average of the 
ad ? FHA housing-for-the-elderly commitments in California. In a 
**" | project of the size of Fresno Senior Citizens Village, this means a 
ies | total saving of $1,809,380. 
ost The per unit cost of Fresno Senior Citizens Village is not only well 
ich | under the California average for housing for elderly projects, but 
ya {less than the national average, as well. The report of the Federal 
E Housing Administration, dated May 31, 1958, shows that the 20 com- 
hat  mitments approved all over the Nation for housing for the elderly up 
ent to that time average $8,230 in per unit cost. 
i |, Ancidentally, these 20 commitments represent a total of $20,599,500 
“in mmortgages insured under section 207. When completed, these proj- 
the ects will provide only 2,501 dwelling units for the elderly. Yet mil- 
hat ' lions who cannot afford decent housing on the open market look to 
fect their Government to help under the housing for the elderly program. 
It was with the hope that we could ease the plight of these elderly 
citizens that the California Institute of Social Welfare launched its 
0, efforts to develop housing for the elderly. Our organization is sound 
financially and ably directed. We felt that we were well qualified 
of for an undertaking of the scope of Senior Citizens Village in Fresno. 
ion » I have here in my hand a revised audit, dated January 24, 1959, 
out showing the current assets of the California Institute of Social Wel- 
ent fare, totaling $870,470.32 over and above indebtedness. I also have 
e—  achart showing that from 1944 up to and including 1958, the income 
of this organization totaled $6,425,497.50. These figures substantiate 
age | my statement on the stability of the California institute and the re- 
tors | sponsibility of its leadership. And because the California institute 
on- is dedicated to the welfare of the aged and needy, who will be with 
few us for generations to come, the organization is self-perpetuating. 
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These qualifications, I believe, more than meet those imposed by 
section 207 of the Federal Housing Act. 


Our close association with the aged and the needy has sharpened | 


our interest in housing for the elderly. Our 50,000 members and 
subscribers keep us continually aware of the urgent need for imme- 
diate action to provide decent housing at rentals within their means, 
At this moment, we have more than 9,000 bona fide applications from 
hopeful, prospective tenants of Senior Citizens Villages. These 9,000 
applications, carefully screened at our Los Angeles headquarters, rep- 
resent those who most desperately need the facilities we hope to 
furnish. 

In the 18 years since the birth of the California Institute of Social 
Welfare, we have conducted an effective program for the improve- 
ment of the living conditions of the aged and the blind. Our news- 
paper, the National Welfare Advocate, has been published for our 
members and subscribers for the past 17 years. 

During the same time, we have maintained a daily, quarter-hour 
radio program on a California network of 20 stations. We maintain 
a fully staffed welfare department to assist our members with their 
problems. Over the years, we have attracted national attention for 
our accomplishments. Naturally, our activities in behalf of the 
elderly and needy drew some opposition in the past, based to a great 
degree on a lack of understanding of our motives and objectives. 

This opposition has died away, however, until we announced plans 
to enter the housing field. Immediately, isolated pockets of resistance 
developed. 





ee 


EE 


~~ 


It is regrettable that these forces have evidently made themselves | 


heard among some FHA officials, who have permitted themselves to 
be used to the detriment of a humanitarian program in behalf of the 
needy aged. 


‘ 


, , ; 
My decision to relate our experience with the FHA was a difficult 


one to make. Incidentally, I want to emphasize that our relations 
with the professional, working staffs of all the FHA offices with which 
we have had dealings have been harmonious. 

It was in the higher echelons that we have met with frustration and 
disappointment. But after long and careful consideration, my asso- 


ciates and I concluded that our duty lay in placing the documented ' 


story of our FHA experiences before this committee, even at the risk 
of retaliation by that agency. 

I sincerely hope that this presentation underscores the need for some 
requirement to protect housing for the elderly applicants from future, 
unnecessary delays by Federal housing officials. The expense in- 
volved in pursuing an application of this kind through the normal 


channels of FHA procedure is sufficient to discourage all but the most » 


determined groups. When this cost is heightened by arbitrary delays, 
conflicting directives, and sudden changes in policy by high-ranking 
FHA officials, a sincere attempt to provide low-rent housing for the 
elderly is virtually unfeasible. 

I trust that my remarks will assist the members of this committee 
in preparing a progressive, realistic housing bill, aimed at not only 
providing liberal financing terms for housing for the elderly, but 
guaranteeing reasonably prompt action by the FHA in processing 
applications from nonprofit groups, eager to aid the Nation’s needy | 
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by It has been a great pleasure to appear once more before your com- 
mittee. Mr. Brown will now answer any questions of a technical na- 
ned | ture that the members of this committee may wish to ask. 
und Thank you for this opportunity to express my views and those of 
me- | my organization. 
ANS, Mr. Rarns. Thank you, Mr. McLain. That is a frustrating story 
‘om / that you tell. Of course, I knew something about this story from 
000 | having talked with you and as you relate it, it is clearly evident that 
ep- | there has been a lot of dragging of the feet on somebody’s part or else 
to | the only other answer would be failure on the part of your organiza- 
| tion to'meet even reasonable requirements. As you relate your story, 





ee 


cial | jt seems to me that you have been in a position to meet those require- 

ve- | mentsallalong. You made one statement that I want to ask you about. 

'WS- | You said that because of seemingly insurmountable financial difficul- 

our | ties it appeared that you could not go ahead. Just what is that insur- 
Abtintable financial requirement ? 

our Mr. McLarn. Will you answer that, please, Mr. Brown? 

an Mr. Brown. Mr. Chairman, without recounting the details of vari- 


heir | ous negotiations, I would like to point out to the committee that a 
for | project of this nature is a negotiated project. It does not come under 
the ¢ the scope and the purview of FHA operations. We had arrived at a 
reat | meeting of the minds last summer as to the details and the method and 
the equity requirements and the amount the sponsor would supply, 
lans | how he would supply that. ; 
ince = =The matter progressed very satisfactorily until we had this meeting 
in San Francisco, December 16, when Mr. Jefferson from the Wash- 
Ives | ington office presented a directive, the title being that seems appropri- 
sto ate for this type of project. 
the In this directive he produced the requirements for, as he termed, 
_. ( a8 percent cash equity requirement on the barrelhead in the bank in 
cult’ advance. This led to a series of conferences here in Washington. 
ions We agreed to those; we had an area of agreement incorporated in 
uich ~~ the report. We returned to California and we received then a further 
notice or notification requiring that this be a cost-plus project. 
and In other words, Mr. Chairman, when we finally are through analyz- 
8s0- ing the various phases of this, we are required to have in excess of 
nted ' 18 percent equity. We are required to have a project built on a cost- 
risk plus basis. Those are the insuperable problems. 

Mr. Ratns. Mr. McLain remarked on the unreasonableness of build- 
ome | ing, on a cost-plus basis, an elderly housing project, in which you 
ure, hoped to have low rents. Those requirements are the same as have 

in- been made of those 20 others who have gotten OK’s or commitments, 
mal or have you had an opportunity to check that? 


nost» Mr. Brown. I have no knowledge of any similarity or lack of 
ays, similarity in these requirements and other projects. 
cing Mr. Rarns. You don’t know anything about the requirements on 
‘the others? 

Mr. Brown. No. 
ittee Mr. Rats. I think we will ask the agency to give us the informa- 


only | tion as to the requirements in connection with that, the financial re- 
but | quirements in connection with those which have been approved, and 
sing} some are already under construction on the housing for the elderly. 
sedy| Mr. McDonoveu. Mr. Chairman, I think a pertinent thing to ask 

the agency here is to inform the committee if the contents of Mr. 
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Jefferson’s letter to Mr. Brown of this date outline and prescribe the 
same requirements that are made on the part of other projects? 

Mr. Rarns. That is what I mean. 

Mr. McDonoveu. Because that is the point that I think where they 
stopped you. In other words, up to that point you had agreed to 
meet their 3 percent requirement, contribution of the contractor’s fee 
and the architect’s fee, and having had that understood, you were then 
faced with a demand greater than 3 percent. 

Mr. McLain. We were then faced with a cost-plus deal, completely 
wiping out the agreement that all concerned had agreed upon. 

fr. McDonoven. That is right. In other words, now the cost- 
plus—what do they estimate the total cost of the project to be on a 
cost-plus basis? 

Mr. Brown. The FHA, Congressman McDonough, have not advised 
us as to what their arcitectural costing out amounts to. That figure 
of half a million dollars is pretty close to our own estimate. We have 
based all of our estimates on firm bids from contractors and subcon- 
tractors. Based on a cost-plus operation that is a reasonable figure; 
about a half million dollars or slightly over that would be added cost. 

You can’t build a cost-plus project with any economy. 

Mr. McLatn. Then knowing that we had been successful in getting 
a contractor who would relinquish part of his fee as a contribution to 
the 10 percent, knowing that we had an architect that would do the 
same thing, they (sie. Ao wiped out that that the architect could 
» that and then they came along and said the the contractor would 

a part 

Mr. Brown. That there would be identity of interest. They at- 
tempted to establish an identity of interest whereas there is a com- 
plete separation of interest. This is an arm’s length contract. 

Mr. McLain. Another thing, too, that made it very difficult for us is 
that they are seeking to reduce the architect’s fees so small and the con- 
tractor’s fees so small that there is hardly any leeway for them to make 
such a contribution, and I am quite sure that what they are imposing 
upon us is much less than what they have imposed on sponsors of a 
similar project of this size. 

I would like to say, gentlemen, with the permission of this commit- 
tee, we would like to submit to your staff a series of questions that this 
has brought about, in a form which—— 

Mr. Rains. If you prepare it in memorandum form, we will be glad 
to see it. 

Mr. McDonovuen. Well, now, as I note this letter which is a part of 
the testimony, I think for our own information, we should ask whether 
the contents of that letter outline the same basis on which other con- 
tracts have been entered into. 

The vacancy factor that they estimate here—you estimate 1 percent 
and they estimate 3 percent, and you have more applications than 
you have units. 

Mr. McLarn. The units would take care of 1,050 old people. We 
have over 9,000 applicants, and we had originally agreed with Wendell 
Edwards that a 1 percent vacancy factor—this was last summer— 
would be OK in our project. 

Mr. McDonovucu. That seems to be a fair assumption, knowing that 
you have applications for more units than you can supply. 
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Mr. Rarns. We are going to see what we can do. It seems that you 
have had a real rocky road to say the least, and we should find out 
whether they are making the same reqiurements of others. If not, 
why make it of you? 

We will attempt to be of assistance to you. 

In addition to that, your statement will, of course, help us to prod 
the FHA to cut out a lot of that needless delay, it appears to me. 

I would like to see some of these projects built. I can’t think of a 
better place than California. This morning we heard about the State 
of Alabama. I would like to see one there. 

Thank you very much, gentlemen. We appreciate your assistance. 

Mr. McLarty. Thank you very much, Mr. Chairman, Mr. Mc- 
Donough, and members of the committee. 

(The attachments referred to are as follows :) 


ExHisit No. 1 
DECEMBER 16, 1958. 


CasH INVESTMENT REQUIREMENTS AND MORTGAGE CREDIT ANALYSIS APPROPRIATE 
To THis TYPE OF CASE 


The mortgagor must have necessary capital plus the mortgage loan to defray 
all costs of the project, including furnishings, equipment, and all other require- 
ments to place the project in immediate operation. 

The cash investment must, in no event, be less than 3 percent of the total re- 
placement cost of the project. 

The difference between the mortgage amount and the total cost including 
furnishings, equipment, etc., should be in the form of a permanent investment. 
This precludes the payment of fees by means other than cash. However, any or 
all of the customary fees included in the estimated replacement cost may be 
donated to the mortgagor, thus reducing the overall cost. Under cost certifica- 
tion, the builder’s fee customarily allowed in the community for the type of con- 
struction involved would be recognized as part of the cost, and any portion 
thereof waived by the builder would result in a reduction in the required cash 
investment above the 3 percent minimum. 

The mortgagor must be a nonprofit corporation and have a satisfactory spon- 
sorship having the financial capacity to fully meet any subsidies which may be 
required. In the absence of such sponsorship, the financial program must pro- 
vide for adequate protection of the elderly who are paying in substantial funds 
for life occupancy, medical care, etc. Complete financial statements are required 
to enable us to determine the ability of the sponsorship to meet subsidy require- 
ments. 


Exuisir No. 2 
JANUARY 8, 1959. 
Re FHA No. 121-00055—A, Senior Citizens Village, Fresno, Calif. 
Mr. WENDELL Epwarpbs, 
Federal Housing Administration, 
Washington, D.C. 
Dear Mr. Ewnarps: The conference with Mr. Jefferson in his office Wednesday, 
January 8, resolved the following: 
1. The sponsor and/or mortgagor will provide permanent cash investment 
in the amount of 3 percent of the replacement cost of the project. 
2. The remainder of the mortgagor’s 10 percent equity requirement will be 
supplied by the prime contractor, who builds for a fixed sum and waives 
a portion of his profit and overhead fee. This amount, plus the organiza- 
tional fee now invested by the sponsor, the California Institute of Social 
Welfare, supplies the equity requirement. 
8. There is no identity of interest between the prime contractor and spon- 
sor and/or mortgagor. 
4. The mortgagor certifies cost. 
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5. The mortgagor deposits with the mortgagee 2 percent of the mortgage 
amount, representing working capital as outlined in form 2013. This project 
will be exempt from California property taxes. 

6. The architect will supply supervision. The architect’s fee will be 4.4 
percent. 

7. Al percent vacancy factor will be used. 

To be resolved in the San Francisco office is the profit and overhead percent- 
age allowed the prime contractor, which will be based upon the fees customarily 
allowed in the specific area. All the problems of a typical subdivision with a 
12 to 15 percent profit and overhead fee are involved in this 43-acre project. 

The series of conferences with Mr. Jefferson, Mr. Connor, Mrs. Clererley, Mr. 
Cox, and yourself have been constructive, as well as productive. We want to 
move forward as rapidly as possible. 

At this point I want to state the sponsor and/or mortgagor are explicit in 
their desire to meet all the requirements involved in this:type of insured mort- 
gage. 

Further, we want all the facts clearly detailed. We want no implication of re- 
bate or kickback. 

Everyone participating in our series of conferences has been cooperative and 
helpful, and we are appreciative. 

Very truly, 

CALIFORNIA INSTITUTE OF SOCIAL WELFARE, 
By Rosert A. Brown, Director of Housing. 


ExnursitT No. 3 


FEDERAL HOUSING ADMINISTRATION, 
Washington, D.C., January 18, 1959. 


Re FHA project No. 121-00055-—A, Senior Citizens Village, Inc., Fresno, Calif. 


Mr. Rosert A. BRown, 
Director of Housing, California Institute of Social Welfare, 
Los Angeles, Calif. 


DEAR MR. Brown: In response to your letter of January 8, 1959, regarding 
the above project, may we again assure you that it was a pleasure to have had 
the opportunity to discuss frankly the problems you have with respect to the 
financing of this project. It appears, however, that we may not have made clear 
to you several phases of our requirements which we think bear directly on your 
plan. 

It is our understanding that in order for you to proceed with this project it 
will be necessary for you to take advantage of the builder’s desire and willingness 
to donate all or part of his builder’s fee and profit as a contribution toward the 
elderly housing project. In order to meet your objective under cost certification 
procedures, the law requires that the mortgagor and the builder be joint sponsors. 
Pursuant to such an arrangement, the cost-plus type of contract is used and the 
fee allowed the builder may be certified by the mortgagor, whether paid or not. 

On the other hand, your suggestion of proceeding on a nonidentity-of-interest 
basis defeats your purpose. In such case, if the fee is waived or donated from 
the contractor to the mortgagor, it must be considered a rebate and deducted 
from the gross contract at the time of cost certification. This would, in all prob- 
ability, have the effect of reducing the mortgage amount and increasing your 
equity requirement. As you know, the commitment to insure is 90 percent of 
our estimated replacement cost, including allowable fees and other charges, but 
subject to adjustment based upon certification of actual cost at time of closing. 

The amounts of fees are determinable by the Director with jurisdiction, based 
upon the prevailing custom in his district, and we are thus not in a position to 
assure you that the architect’s fee will be 4.4 percent, more or less, with or 
without supervision. 

In determining the income from the property, the vacancy factor should also 
be established by the Director, but we have some doubt that he would use as low 
a factor as 1 percent, since 3 percent is usually considered a minimum for these 
purposes. 
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A copy of your letter and our reply are being sent to Mr. Minto, the director 
of our San Francisco insuring office, and we shall continue to be available for 
further discussion of this matter by telephone, or otherwise, as may suit your 
convenience. 

Very truly yours, 
R. W. JEFFERSON, 
Assistant Commissioner for Audit and Examination. 


Exuisir No. 4 


GREAT WESTERN BUILDERS, 
Fresno, Calif., January 19, 1959. 
CALIFORNIA INSTITUTE OF SOCIAL WELFARE, 
Los Angeles, Calif. 
(Attention: Robert A. Brown, Director of Housing. ) 

GENTLEMEN: This is in respect to our conference a few days ago, at which 
time we discussed and reviewed the sequence of events in attempting to recon- 
cile the various matters relating to Senior Citizens Village, Fresno, Calif. 

We have indicated from the beginning and still do, our desire to assist the 
sponsor in every way possible to establish the equity requirements of FHA. 
We feel that offering to waive a substantial portion of our fee, indicates our 
sincere desire to aid the sponsor in completing the project. We have always 
indicated our very sincere interest in the humanitarian side and the housing 
need that is fulfilled. We would like, at this time, to reiterate our sincere 
desire in respect to the above. 

The foregoing notwithstanding, we feel that it is necessary at this time to 
indicate to you the position in which we are being placed. As you are aware, 
we have been put to considerable time and expense over the past 2 years in 
reconciling a multitude of problems in respect to planning, zoning, and the 
FHA. We did this willingly, having full confidence that as we progressed, the 
work behind us was approved and completed. It now, however, is apparent 
that we have not progressed but very little in negotiations with the FHA. 

We have reviewed the various regulations governing the insuring of loans 
under section 207 “Housing for the Elderly,” and are firm in our belief that 
the method that is being used complies, in every respect, with the spirit and 
letter of the act, and the restrictions of the Washington and San Francisco 
office of the FHA are adminstrative decisions that are contrary to the regu- 
lations. This being true, it is quite obvious to us that the FHA, for political 
or other reasons, is making an attempt to bottleneck the project. It further 
appears that to date, they have been entirely successful. 

In respect to that part of our recent conversation where you stated that FHA 
was insisting that this is to be a cosponsored relationship between the CISW 
and the prime contractor, and that the mortgagor and prime contractor would 
enter into a cost-plus type of contract in lieu of a lump-sum contract. You 
realize, no doubt, that a cost-plus contract is not an effective means of acquir- 
ing job economy. Subcontractors, materialmen, and all others connected with 
the project make certain that their various operations include the maximum 
allowable dollar. Further, we, as prime contractors, feel that an 8-percent fee 
and overhead allowance is totally unrealistic and we are not interested in 
executing such a contract, particularly, when we are operating against an 
upset price. Further, it is our firm belief that even if it would be acceptable 
to all parties concerned to enter into a cost-plus arrangement, with the result- 
ing higher cost to the mortgagor, the entire program would lack the necessary 
aspects which make the present plans feasible. It is economically impossible 
to build housing at the highest possible cost and rent them at the lowest pos- 
sible rate. FHA, apparently, does not realize that the two are incompatible. 

The point that we are attempting to establish by relating the above, is that 
unless you are in receipt, in the immediate future, of at least a letter of 
intent or some other form of firm commitment from FHA, we will find it neces- 
sary to withdraw from the project. You certainly must understand that we 
cannot continue indefinitely. We have already been put to considerable loss 
in that we have permitted other work to draw to a close in anticipation of the 
Senior Citizens Village. In waiving a portion of our fee, it was necessary that 
we have as few outside interests as possible, so that we would be able to effect 
the maximum job control and complete the project as rapidly as possible. 
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If we are not able to start the job on the project in the immediate future, 
economics will force us to assume obligations and liabilities in connection with 
other work that will prohibit our association in the Senior Citizens Village. 

Yours sincerely, 
SHAFER CONSTRUCTION, 
Tep SHAFER, President. 


Mr. Rarns. The committee will stand in recess until 10 o’clock to- 
morrow morning on Saturday, when we will have the U.S. Confer- 
ence of Mayors. 

(Whereupon, at 3:10 p.m., the committee recessed, to reconvene at 
10 a.m., Saturday, January 31,1959.) | 
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SATURDAY, JANUARY 31, 1959 


House or REPRESENTATIVES, 
SuBcOMMITTEE ON HovusING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 


Washington, D.C. 


The subcommittee met, pursuant to adjournment, at 10 a.m., Hon. 
Albert Rains, chairman of the subcommittee, presiding. 

Present: Mr. Rains, Mrs. Sullivan, Messrs. McDonough, Widnall, 
and Miller. 

Mr. Ratns. The committee will please be in order. 

First of all, I am delegited to see as many of our members here on 
Saturday as we have. At least we have the best looking member of 
the committee with us. Some of the boys had prior commitments 
and had to be away. We are delighted today to have a very distin- 

ished array of witnesses, beginning with the U.S. Conference of 

ayors. We have the mayor of Chicago, Hon. Richard J. Daley, 
od our longtime friend, Mayor Thomas D’Alesandro, of Baltimore. 

Do you both want to be at the table at the same time, or do you want 
to s <3 separately? Are you to be the first speaker, Mayor D’Ale- 
sandro 


STATEMENT OF HON. THOMAS D’ALESANDRO, JR., MAYOR OF 
BALTIMORE, MD., CHAIRMAN, STANDING COMMITTEE ON LEGIS- 
LATION OF THE U.S. CONFERENCE OF MAYORS 


Mayor D’Axgrsanpro. Mr. Chairman, members of the committee, 
Iam Thomas D’Alesandro, Jr., mayor of the city of Baltimore, Md. 
I am pleased to appear here today on behalf of the U.S. Conference 
of Mayors of which I am chairman of the standing committee on 
 egeey: 

he U.S. Conference of Mayors represents some 300 cities with 
populations of 30,000 or more with all major metropolitan areas 
represented in its membership. On behalf of the conference I want 
to open my remarks by commending the chairman and members of 
this subcommittee for bringing the question of slum clearance, urban 
renewal and housing up for early hearings. The nearly 110 million 
Americans who live in the metropolitan areas of this Nation look to 
prompt action in the Congress to assure a halt to urban decay and 
continued progress toward urban renewal. 

Curbing of the spread of blight and the rehabilitation of already 
blighted sections of our cities is vital to the social welfare and eco- 
nomic prosperity of the entire Nation. This need for urban renewal 
has been accepted and promoted by all responsible city officials. 
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There is a remarkable unanimity of views among the elected heads 
of American cities on this matter. While the local details are differ- 
ent in each instance, we mayors all face similar housing and urban 
redevelopment problems. There is no partisan way to clear slums 
and rehouse those displaced in the slum clearing process. Therefore, 
we mayors do not aproach the problem as Democrats or as Re- 
publicans, and the suggestions I offer here today grow out of our 
needs and experiences. 

A recent nationwide survey which will be made available to this 


committee and the Congress during the course of these hearings | 


clearly demonstrates the need for legislation authorizing a long-term 


program at an increased annual level of Federal participation. The | 


survey shows the positive need for a program of Federal grants of 


$600 million annually. This amount of aid could be prudently em- | 


prared by local governments. There should be some built-in flexi- 
ility in the authorization which would permit an increase in the an- 
nual program in years where applications exceed the program 
amounts. We recommend that the committee and the House give such 
a program their approval. Experience over the past several years 
also has demonstrated the difficulties of 1- and 2-year authorizations. 
The very nature of urban renewal requires considerable time for com- 
munity acceptance, planning, and redevelopment. The progres 
should be authorized for 10 years in advance. This would permit 
sound planning and intelligent local budgeting without the pressure to 
move ahead or lose the a 

The conference suggests that the ability of local governments to 
intelligently and te 29 utilize the funds to be the determining 
factor as to the amount to be made available. In this way constant 


0 can be made and attempts at administrative rationing would | 


e unjustified. Experience since September 1958, when the Federal 


Urban Renewal Administration imposed a rationing formula in an | 


attempt to make do with very limited funds demonstrates that such 
arbitrary attempts to spread a small amount of money over the whole 
Nation does not promote sound urban renewal projects. Congress 
should make adequate funds available and bar administrative ration- 
ing. Such a Lak waco against continued rationing should be writ- 
ten into the legislation reported by your committee. This is given 
new importance because the President in his budget message indicated 
an intention to continue the rationing formula. We endorse the pro- 
posal in H.R. 2357. 

As mayor of Baltimore I have had to face up to these problems of 
local growth and decay on a day-to-day basis, As a former member 
of the House of Representatives I am well aware of the priority the 
Federal Government must give to the national defense. Naturally, 
national defense has a priority in allocating in the budget, I am 
also aware of the demands for reduction in governmental expenses 
at this time. However, I feel that the promotion of urgently needed 
domestic programs for the development and betterment of our internal 
community cannot be ignored. I fail to see any national gain if we 
concentrate on a defense program and a balanced budget so much so 


that it becomes necessary to neglect important local programs. Slum , 


clearance and urban renewal are of great importance to the social 


and economic well-being of our Nation. We cannot have a strong | 
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economy and high morale if we permit slums and blight to take over 
our communities. There is nothing more important to our national 
strength in times of crises than the health of our economy and the 
irit of our people. Or, put another way, a healthy economy and 
high citizen morale in cities throughout American should, and must 
be, considered vital factors in any program of national defense. 

What is even more important to many today is that America can 
afford to wipe out blight. This Nation of ours has the resources for 
this and we are here today to ask that the Congress dedicate some of 
the resources to assist local governments in doing the job. 

Turning to the question of the level of Federal participation in the 
program, and I speak for the mayors of the Nation’s cities when I say 
this, to reduce the percentage of Federal contribution from the pres- 
ent 6624 to 50 percent as has been proposed by the administration 
will destroy the program as an effective instrument of national im- 
provement. Local governments simply do not have the resources 
available to them to assume a greater share of the financial burden 
for urban renewal. If the percentage of local contribution is to be 
changed, we of the conference of mayors favor lowering it from 3314 
percent to 20 percent. 

One thing about the Federal urban renewal program which has 
been most encouraging is the fact that it has won acceptance through- 
out the land. No group or interest opposes the basic principle of 
urban renewal and of Federal assistance to local communities for 
this purpose. 

However, some who support the concept have failed to realize the 
dimensions of the task and have therefore failed to support a pro- 
gram adequate to do the job. 

The administration has again this year accepted the fact that urban 
renewal takes time and has therefore called for a 6 year authoriza- 
tion. However, the proposed $250 million annual program for the 
first 3 years and $200 million annually for the last 3 with a falloff 
in the percent of Federal contribution simply will not do the job. 

The talk of having the States assist local communities in this effort 
is in most. instances to ignore the realities. The States for the most 
part simply will not share this burden. One other subject of im- 
portance to the success of local urban renewal and other community 
improvement efforts, we must have an adequate supply of reloca- 
tion housing. This means private housing financed with the benefit 
of Federal mortgage guarantees or insurance where needed and pub- 
lic low-rent housing for those displaced families who simply can- 
not find safe and sanitary shelter within their incomes. Unless re- 
location housing is made available, local governments cannot go for- 
ward with plans to eliminate blight and rebuild their cities. 

At the 1958 annual conference of the United States Conference of 
Mayors the following was included among the resolutions adopted: 

That the continuation and expansion of Federal assistance to local redevelop-) 
ment programs undter title I of the Housing Act of 1949, as amended, is es- 
sential if American cities are to achieve the physical environment necessary 


for their essential function in an era of full employment, increasing productivity 
and expanding urban population. 
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_ The resolutions of the conference also urge the Congress to include 
in urban renewal legislation provisions which will— 


expedite the progress of redevelopment by assisting localities in the acquisition 
of land in blighted and deteriorating urban areas in advance of the preparation 
of the definite plans for the new use of such land. 


I understand that the provision for early land acquisition is in- 


cluded in H.R. 2357. We urge that this provision be included in the / 


legislation you report. 
Yow, Mr. Chairman, may I turn to some of the progress and plans 
we in Baltimore are making. 

I am very proud to be able to say to you that my city of Baltimore 
has been consistently in the forefront of the valiant efforts being con- 
ducted by cities throughout the country to battle and eliminate the 
forces of blight and deterioration. 

I have championed programs for decent housing and slum clear- 
ance, both as a Member of the House of Representatives and as mayor 
of Baltimore. My city has achieved national recognition in this field, 
and is widely recognized today as having one of the most comprehen- 
sive urban renewal programs in the country. 

About 3 years ago, we brought together a group of experts from 
various parts of the country who studied our local situation and made 
a series of recommendations that were almost universally endorsed by 
Baltimoreans and promptly adopted. 

The major recommendations dealt with establishing a single agency 
that incorporated all of the major tools and resources that are avail- 
able for fighting urban decay and its causes, and the setting up of a 
20-year program at an estimated public cost of $900 million. 

This program, designed to make Baltimore free of slums and blight, 
is predicated upon the continuous financial participation of the Fed- 
eral Government. We are now at the threshold of our third year. 

Our officially designated urban renewal areas now comprise a total 
of 2,445 acres. When the public housing projects that lie outside of 
urban renewal areas are added, the additional 481 acres involved bring 
the total to 2,926 acres. That constitutes 5.8 percent of the 50,380- 
acre total land area of Baltimore City. 

Our comprehensive program includes projects involving clearance 
and redevelopment, public housing, and rehabilitation and conserva- 
tion. Activity in all these areas run the entire gamut from planning 
through execution to completion. 

Without a doubt, our progress to date has been achieved because 
of the carefully planned coordination of all the elements that make 
up a renewal program, including the cooperation of the Federal Gov- 
ernment through its Urban Renewal Administration. 

However, failure of the Congress to pass housing legislation last 
year and the resulting decision to ration the meager funds available 
according to a formula based on population, has had an adverse and 
detrimental effect upon Baltimore’s program. Our capital grant 
reservation requests exceeded our allocation under the formula of 
$3,100,00 by almost $6 million. 

We were forced to hold up entirely on one very important indus- 


trial redevelopment project in southwest Baltimore, and completely ; 


revamp and revise downward a project for the expansion of the Uni- 
versity of Maryland campus in Baltimore. This has caused all kinds 
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of problems in matters of scheduling coordinated relocation activities, 
and staffing requirements. 

But the biggest problem that has been created is the one of delay and 
uncertainty. Baltimore is geared up for action on a huge scale, and 
we fail to see any wisdom in a catch-as-catch-can approach to one of 
the most vital domestic problems facing the country today. 

We are doing long-range urban renewal planning in Baltimore, 
and the citizens of my city believe that the Federal Government 
should do no less. Successful urban renewal in our great metro- 
politan centers depends upon the effective blending of many program 
elements, but the very essence of the program involves a firm and 
long-term financial relationship between the local agencies and the 
Federal Government. 

Baltimore and the other cities will do their share. We mayors 
are looking to this Congress for assurance as to what the Federal 
Government’s commitments will be. 

Thank you very much. 

Mr. Rarns. I think that we will ask Mayor Daley of the city of 
Chicago to present his statement and then we will ask some questions. 

Mayor, we have with us, as you know, this morning, one of your 
distinguished Congressmen, Mr. Pucinski, of Chicago. How about 
a word of welcome for the mayor. 

Mr. Puctnsxt. Thank you, Mr. Chairman. 

I am delighted to be here this morning to greet the mayor of Chi- 
cago. The city of Chicago has really never had a man who has been 
more dedicated to building the city and making it one of the great 
cities of the world. The mayor is working tirelessly to rebuild 
Chicago and I certainly hope that this committee is going to give very 
careful consideration to his remarks, because you will find few men 
in public service who have been as thoroughly dedicated to their 
work in the city of their birth as has been the mayor of Chicago and 
I am certainly glad to be here to welcome him this morning. 

Mr. Rarns. I will add to those remarks, Mayor, by saying we are 
genuinely proud of you here. The conference of mayors always 
has outstanding men, and you and Mayor D’Alesandro are top-notch 
representatives of a top-notch organization. 

e will be glad to hear your statement and then ask you a few 
questions. 


STATEMENT OF HON. RICHARD J. DALEY, MAYOR OF THE CITY 
OF CHICAGO, APPEARING ON BEHALF OF THE U.S. CONFERENCE 
OF MAYORS 


Mayor Datry. Thank you, Mr. Chairman and members of the 
committee. 

I am particularly thankful to Roman Pucinski for his fine com- 
ments. 

I am Richard J. Daley, mayor of the City of Chicago, Ill. I am 
also vice president of the U.S. Conference of Mayors. 

It seems to us that there is no longer any question that the slums 
of our cities must be eradicated, that we must protect and raise the 
living standards in our middle-aged neighborhoods, that we must 
assist in providing new housing. We are all committed to this pro- 
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gram; most communities in the country have active programs under- 
way and are agreed that they must be carried on until the last family 
may have a decent home in a decent neighborhood. 

he only question which we have to answer is how quickly we shall 
move to achieve this goal. 

I wish to take this opportunity to express my appreciation of the 
leadership which you, Mr. Chairman, and the members of your com- 
mittee have given to the continuing development of an adequate 
housing and urban renewal program for the country. 

You are fully aware of the pressing problems which our cities face 
now and the ones they will face with the constant increase in the num- 
ber of people who will live in them. 

During the last several days, I have had the opportunity on several 
occasions to express my concern with, and support for, a continuing 
and expanding program for housing and urban renewal before your 
committee. 

The city of Chicago has been and intends to remain in the forefront 
of the Nation’s battle to improve living conditions. 

The city of Chicago and the State of Illinois pioneered in new 
legislation dealing with slum clearance in 1945 and in 1947 and in 
new legislation dealing with neighborhood conservation in 1953. 

The voters of Chicago approved bond issues totaling $55 million 
for these programs, in 1945, 1947, and again in 1957. The State of 
Illinois appropriated $30 million for these programs in 1945 and 
1947. 

The voters of Chicago recognized the importance and the value 
of a broad city building and rebuilding program when they approved 
in 1957 bond issues totaling $113 million for parks, playgrounds, for 
streets and sewers, and other community faciilties. 

In its corporate budget the city of Chicago has emphasized the 
programs which relate to urban renewal. The budgets of such de- 
partments as the Department of Buildings and the new Department 
of City Planning have been increased from year to year. To give just 
one specific example: The appropriation for the demolition of indi- 
vidual dangerous and dilapidated buildings has been increased from 
$5,000 in 1949 to $500,000 in 1959. 

We have passed new ordinances or brought up-to-date existing 
ones such as the zoning ordinance, the building and housing codes, 
an ordinance requiring the registration of multifamily structures— 
to mention the major ones. 

I mention these activities to indicate the extent to which the city 
of Chicago has assumed and discharged its responsibilities and to 
show our willingness and our desire to continue our program. 

Let me give you a quick summary of the current status of our 
housing and urban renewal program. 

The Chicago Land Clearance Commission, our redevelopment 
agency, has 22 projects underway. These involve the clearance of 
752 acres. Seventeen projects are in the execution or land acquisition 
has been completed or is underway—a Federal loan and grant con- 
tract has been signed. 

Land acquisition has been completed on seven sites and almost 
completed on two others. Construction is going on on four sites. 
Capital grant reservations for five additional projects have been 
secured. The total Federal allocation is $51,195,600. 
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It is estimated that these projects will involve the expenditure 
of $170 million of private funds. 

What does this program mean to the people of Chicago? It means 
new housing for 9,000 families; it means new parks and playgrounds; 
it means new and more convenient shopping facilities; 1t means 
better medical and educational facilities; it means new factories and 
new places of employment. f 2: 

The Community Conservation Board has a realistic program of 
neighborhood conservation and rehabilitation. It has designated 
10 communities so far for conservation activities involving 11,000 
acres. The first project, Hyde Park-Kenwood, has been approved 
with a Federal grant of some $28 million. Two additional grant 
reservations totaling $6,719,160 in Federal funds have been approved. 

It is projects such as these which are giving our people new hope and 
confidence, that their neighborhoods can be protected against the 
encroachment of blight, that small pockets of existing blight will 
be eliminated, that standards will be raised. In the Hyde Park- 
Kenwood projects, for example, we have had an outstanding degree 
of participation by the people in the development of the plans, of 
interest by property owners and by investors in putting money into 
their building, of institutions and churches in improving their facili- 
ties. With mortgage insurance under section 220 now available mort- 
gage bankers and savings and loan associations have stated their 
willingness to create a mortgage pool of $30 million for this area. 

The program of the Chicago Housing Authority, the one major 
resource for the relocation of low-income families, continues to grow: 
18,457 units have been completed, 995 units are under construction, 
and work is underway on some 8,000 additional units. 

The programs of these three agencies involve the clearance of more 
than two square miles (1,361 acres); 606 acres have already been 
bought, 456 acres are in the land acquisition stage, and 299 additional 
deres are in projects which have been approved. 

Added to this should be the clearance involved in our expressway, 
school, park, and institutional programs. 

It is significant that during this period of active clearance we can 
demonstrate a substantial improvement in the quantity and quality of 
our housing supply. Based on the Chicago Supplement of the Na- 
tional Housing Inventory conducted by the U.S. Bureau of the Census 
in January 1957, which is the first measurement of housing quality 
and supply since the 1950 census, the supply of housing in the city 
increased by 5.3 percent as compared with an increase in population 
of 3.4 percent. 

More significant is the fact that this overall increase in the supply 
was accompanied by an improvement of the quality of housing, sub- 
standard housing having decreased by 31.1 percent, while standard 
housing increased by 16.3 percent, overcrowding decreased by 30 per- 
cent, doubling-up of families decreased by 32 percent. And that is a 
very significant fact that we report, and I know that it is the same in 
all of the cities of America. 

Individual homeownership rose by 16.5 percent so that we have now 
the highest rate of homeownership since 1900. 

While we derive some real satisfaction from these facts they hardly 
give us the basis for resting on our oars. Quite to the contrary, I do 
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believe, however, that they demonstrate the value and the soundness 
of the programs underway. 

This has been our basic purpose and it is worth repeating: This is a 
program for the people of our country; we cannot deprive the people 
of their opportunity for better living, for greater happiness and 
contentment. 

It has always been my view that continuity of Federal aid is of 
utmost importance in this program. Our experience last year when 
no additional funds were made available only strengthens this belief. 

I am sure that I speak not only of Chicago’s aspirations, but also of 
those of other cities when I urge that this aid be continued on a scale 
large enough to cope with the problem of urban blight so that the 
aroused interests of the municipal governments and of the people will 
not lessen but continue to grow as the program of urban improvement 
goes forward. 

It seems to me that we ought to approach the question of making 
our cities better places in which to live and work with the same cour- 
age in the same scope with which we handled the national expressway 
program, both in terms of the time over which the program is to be 
carried out, as well as in terms of funds authorized. 

It seems to me that the problem of making a living and finding a 
place to live is at least as important to our people as that of being able 
to get from one place to the other. 

We have ambitious plans for our city. We want to rebuild its cen- 
tral area. We want toimprove our neighborhoods. These programs 
of improvement have caught the imagination of our people. These 
programs perhaps more than anything else that has happened in re- 
cent years has brought about an ever-increasing participation by indi- 
viduals, civic groups, churches, business, and industry. 

It is to meet the genuine and urgent needs of our people, to provide 
an environment which will permit our children to enjoy the oppor- 
tunities that our way of life can and should give to them—it is for 
these reasons that citv and State governments have joined in these 
programs, that the Congress has given such active support to the 
programs in the past. 

Chicago, like many other cities, is a city of neighborhoods. These 
are no isolated communities. Blight is not a threat to only one area 
or one group of people. It isa threat to all of the people. 

As mayor of the city of Chicago, I am not here to represent com- 
missions, boards, builders or planners. I am here representing the 
people of Chicago. We have demonstrated in our city that we will 
do anything within our power to make our neighborhoods better places 
for our children—better places in which our people can live and work. 

On behalf of the city of Chicago and the other cities represented by 
the United States Conference of Mayors I urge you to approve a con- 
tinuing and expanded long-range program for housing and urban 
renewal. 

Specifically, I should like to make these recommendations : 

1. The Federal aid program should be put on a 10-year basis. The 
problems of development and execution of projects are such that it is 
necessary to provide a long-term basis, in order to maintain the neces- 
sary continuity. 

This program should receive Federal aid at the rate of $500 million 
to $600 million a year. The limitations on funds available for any 
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given year should be kept flexible within the total amount authorized 
to prevent unnecessary and undesirable delays. 

2. The present limitations on the use of Federal funds for non- 
residential projects should be removed to enable communities to de- 
velop well balanced renewal programs. At least the amount of grant 
authorization provided for use for nonresidential projects should be 
increased from 10 percent to 25 percent. 

3. Public improvements started not more than 5 years before the 
execution of loan and grant contracts should become eligible as local 
grants-in-aid. ‘ i , 

4. A continuing need exists for public housing as the major resource 
for the relocation of families of low-income displaced by urban re- 
newal and public improvement projects. 

5. The present cost limitations on relocation housing to be built 
with mortgage insurance under section 221 are unrealistic. The mort- 

age limitations should be raised from $9,000 to at least $10,000 and 
om $10,000 to at least $12,000 in high cost areas. 

6. Relocation grants for families should be increased from $100 to 
$200 and for business from $2,500 to $3,500. 

7. Because of the continuing increase in the number and percentage 
of elderly people in our population, and it is significant that in Chi- 
cago in 1940 5 percent of our population was included as elderly 

eople, in 1958, this percentage 1s now 9 percent—special provisions 
for the improvement of their housing such as are contained in the 
bill before you became increasingly important. 

The general soundness of our housing urban renewal program has 
been demonstrated. We are all aware of the problems which still face 
us. I should like to share with you my feelings of urgency of the 
need for continued and expanded active programs, programs in which 
the city, State and Federal Governments have joint responsibilities 
and opportunities. 

Mr. Chairman, although it is a part of the Federal Government 
and they have done it year after year, the expansion of help and 
assistance to the areas outside the central cities is great and we think 
it should be encouraged by the Federal Government, but I would 
like to point out to you as well as to this committee that if you con- 
tinue to expand the areas outside the central city and do not face 
up realistically and accurately to the problem of rebuilding the central 
city, we are creating a serious vacuum in our entire economic unit 
which is city as well as suburb. 

In my opinion there is no longer a suburb that can be healthy and 
a city unhealthy. They are all by virtue of the fact of location as 
well as work, employment, school, and all of the facilities, one eco- 
nomic unit, and being one economic unit, it is just as important, in 
fact more important, that the central area and core of the city be 
protected and rebuilt in order that there be a complete economic 
unit of health and of happiness and one in which we in America, all 
of us will be proud. 

The cities in my opinion can within the next two decades remove 
forever that word which we have heard for generations and centuries 
not only in the Old World but in the New World and that is, what 
are we going to do about the slums, what are we going to do about 
removing the blight ? 
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These programs, and you particular, Mr. Chairman, should be 
congratulated for your vision, your imagination, and your leadership 
and we in the cities feel that in the next two decades we can remove 
the slum and blight in the cities of America. 

- Thank you for the opportunity of addressing you. 

Mr. Rarns. Thank you, Mayor. Thanks to both of you distin- 
guished mayors. 

I assume you realize there is some urgency about this bill or we 
wouldn’t be meeting on Saturday. In a few days we will come to 
the business of writing the legislation that will be presented to the 
full committee and then to the Congress. The Senate, as I under- 
stand it, has already completed their hearings and expect to take up 
the measure sometime on Tuesday, not later than Wednesday. 

After the two Houses have acted, we will come to writing the two 
bills together in conference. That leads me to a pertinent question. 

I am aware that there is a backlog of approximately $600 million 
or a little more presently approved and ready for action, if funds 
were available in the agency which handles it. I am also aware of 
the fact that the mayors and people generally who want to see this 
programing go on would like to see it have this continuity. 

That is a good point that you make, of course. Then there is the 
further proposition of putting the pieces together of the necessary 
amounts of money that we can afford in the light of the defense 
budget, which Mayor D’Alesandro mentioned. 

So I ask you this specific question: Which would you rather have 
as mayors, looking the situation in the face as it now is with a back- 
log, the bill which we have before us, which I introduced, which 
carries $500 million for 3 years, or the bill which was 6 years for $350 
million a year on the Senate side. 

Mayor D’Atesanpro. I would rather have the 6-year program as 
a the Senate bill with the higher level of funds as provided in your 
vill. 

Mr. Ratns. What about you, Mayor? 

Mayor Datry. I think there might be some way in between both 
of them. We would like to have as much money as we can as soon 
as possible to do this job and we would like to have the continuity 
because I think it is significant to point out in the Hyde Park-Kenwood 
which I mentioned it took approximately 4 years from the time of 
planning until the approval by the Federal Government; and I think 
also if we could get considerable amounts over, in the first and second 
years—we have many projects which we have cut back because of the 
action of the Federal Gaverussnint in the last Congress—there might 
be some way in between the two. 

Mr. Ratns. In the light of your statement, Mayor D’Alesandro, 
with reference to rationing, you realize that, unless we have at least 
an amount which will help to take care of the backlog to begin with, 
there is no way out of rationing. 

In other words, if you are going to have $600 million backlog down 
there and only going to give $350 million a year, then rationing is an 
absolute necessity. So I was wondering if the best thing we couldn’t 
do was attempt to catch up on the backlog and then look and see what 
the outlook would be. 
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Mayor D’Auesanpro. Mr. Chairman, I would be very grateful for 
any action we get at this time. We do need funds immediately in 
an amount to end rationing. 

Mayor Datey. I think it is significant also, Mr. Chairman, that if 
you set up a larger amount in the very beginning of this program 
and the program continues to prove its worth, it also will have some 
effect on the future Congress in continuing the larger amount. That 
is why I would hope in the earlier stages we would set up a larger 
amount to take care of what you mentioned, the backlog, as well as 
indicating to the future Congress what you feel can be done in this 
direction. 

I am convinced that the sooner we get at some of these projects, the 
more money we will save in the long run and the better we will pre- 
sent our picture both from a national level as well as a city level, 
because of the various factors that are collateral to this matter of hous- 
ing and urban delay; the various suits in the courts and other things 
which haven’t been mentioned are all tied up with this program of ur- 
ban renewal and adequate housing. 

Mr. Ratns. If urban renewal is a matter of great need, as I feel, and 
if exceedingly good programs can be carried to completion, as you 
have pointed out, the sooner we can get our feet sunk deep into the 
backlog the better off we will be; isn’t that correct ? 

Mayor D’Arxsanpro. It certainly is. 

Mr. Rarns. And the time element would be working on our side 
as I see it. 

Mayor D’Arxsanpro. I agree with you, Mr. Chairman. 

Mr. Rarys. Under the administration’s proposal, the percentage of 
the Federal share in the net project cost would be reduced over the 
next 3 years from 6624 to 50 percent. Do you believe that would 
seriously slow down the progress in urban renewal or not ? 

Mayor D’Arxesanpro. It would cripple it, Mr. Chairman. 

Mr. Ratrns. I noticed in one of the statements, I believe in yours, 
Mayor D’Alesandro, you suggested, if anything, it ought to be stepped 
up the other way ? 

Mayor D’Aresanpro. That is right. 

Mr. Rarns. But certainly you would be vigorously opposed to any 
reduction of the Federal percentages ? 

Mayor D’Arrsanpro. Absolutely. 

Mayor Datry. I would agree with that, Mr. Chairman, whole- 
heartedly. 

Mr. Rarns. Of course, there are a lot of good projects all over 
America. This committee, as you know, is a study group, and last 
year we did not go out to the grassroots. I see our friend, Mr. Downs, 
over there, who happened to set up hearings in Chicago. We are 
hopeful that this fall this committee can have the opportunity to 
travel to some of the major cities to see in actual operation some of 
these programs about which you have been testifying. Then perhaps 
we would have even a better conception of what is actually going on. 
So _ may be coming your way this fall, if everything turns out 
night. 

ayor D’Atxesanpro. We would welcome the committee. 
Mayor Datry. We would be very happy to have you out to Chicago. 
Mr. Ratns. Mrs. Sullivan. 
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Mrs. Sutiivan. Thank you, Mr. Chairman. 

As usual, we are delighted to have the testimony of the mayors 
of two great cities. I happen to represent another great city, St. 
Louis, so I know at firsthand what your problems are. 

Mayor D’Alesandro, there has fen a suggestion by the adminis- 
tration that the Federal Government should play less of a role in as- 
sisting cities in urban renewal activities, and that the cities might look 
to their State governments for some assistance. How much do you 
now get in the way of assistance, in slum clearance and urban renewal 
aid from the State of Maryland ? 

Mayor D’Atrsanpro. Not a penny. And I may say this, Con- 

woman Sullivan: I wrote a letter to the President of the United 
States a few days ago and asked the President of the United States 
to form a committee of 15, composed of Senators, Congressmen, 
Governors, and mayors, to study the tax structure of our Nation, 
locally, statewise, and nationally, with a view in mind of the Fed- 
eral Covenant to relax some of its taxes to the State, and the States 
some of theirs to the city, because the cities have no avenues to new 
taxes. The States give us no assistance whatever. I think as soon 
as the Congress of the United States passes a resolution and adopts 
one calling on the President to do it, the better off the cities will be, 
and the better off the State and the better off the Nation. 

We voted about $35 million in the last election for urban renewal 
approved by the people. The city is doing its part. In the May 
election this year we have $55 million more going on the ballot, bond 
issues. We get no help at all from the State of Maryland. 

Mrs. Sutxiivan. Do you think that the State is likely to come 
up with some assistance in case the Federal Government doesn’t ? 

Mayor D’Aresanpro. I don’t see how. I know my State can’t 
afford it. 

Mrs. Sutiivan. Thank you. 

Mayor Daley, there has been an attempt to divorce public low- 
rent housing from urban renewal and slum clearance activities. Could 
a city undertake a real slum clearance program without having some 
public housing available for those low-income families displaced 
in clearing the slums? 

Mayor Datry. Congresswoman Sullivan, in my opinion, no. The 
problem of relocating people out of the slums and urban blight areas 
presents a very great challenge. You and I know that all of us, 
regardless of our politics, are concerned about the people, and before 
we can start many of the urban projects we must have relocation 
places, and much of our relocation in Chicago, both from the urban 
renewal as well as from the public improvement projects, has been 
handled in public housing. So we think it is a necessary ingredient 
and part of this overall question. 

Mrs. Suniivan. Thank you. 

Mayor Darry. Answering for our own State, the question that you 
posed to Mayor D’Alesandro, here, I would like to say that we receive 
nothing from the State of Illinois in connection with urban renewal. 
The last appropriations were made under Governor Stevenson back 
in 1949. Since that time there has been no money from the State, and 
indications are that some of the projects that were started under 
former Governors are being cut nak. 
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For instance, the problem of help from the State on tuberculosis 
eradication. At the last session, the State of Illinois virtually re- 
scinded all of the aid going to the municipalities and cities. That is 
a question of health. Now, it is all right in academic discussion to 
say you should go to the State and the State will take care of some of 
these needs, but we know, as mayors, having presented to the State, 
and particularly the State of Illinois, this question, and we still are 
trying, but as far as receiving any active support, there is not much 
encouragement. 

Mrs. Sutiivan. The latest information from the Administration is 
that after this year there will be no more public housing. The units 
that you have in use right now that are in the process of being built 
right now, would not adequately take care of the planning that you 
have for urban renewal ? 

Mayor Datey. They would not. 

Mayor D’ALEsanpro. They would not, in my city. 

Mrs. Sutiivan. That is all, Mr. Chairman. 

Mr. Ratns. Mr. McDonough. 

Mr. McDonoven. This question applies to both mayors. I would 
like to ask your individual opinion as to how long you think we should 
continue on this urban renewal program, as far as the large cities are 
concerned. 

Mayor Datry. Congressman, I said in my remarks that if the pres- 
ent program that is proposed by the chairman, coupled with the con- 
servation programs that are in effect in all of the large cities, coupled 
with the stepping up of the building inspection, the zoning, the 
housing codes which have been adopted, we can and we will eliminate 
slum and blight in the next decade or two. 

Mr. McDonoucu. That is 10 or 20 years you are talking about? 

Mayor Datry. I think you will agree yourself as to the tremendous 
task that lies ahead in this job. It is not one that arose overnight. 
It has been 200 years of delay by the cities, 50 years of delay. 

Mr. McDonovenu. You admit that the error is at home, it is a re- 
sult of the cities not planning properly and not enforcing their build- 
ing codes? 

ayor Datrey. On the contrary, Congressman, I think the error does 
not lie in any particular place. The error lies here as well as home. 
It lies with business as well as with labor. 

Mr. McDonovucu. What has the Federal Government got to do with 
slums in Chicago? 

Mayor Datey. The Federal Government, in my opinion, is inter- 
ested in all of its people. 

Mr. McDonoven. Of course it is interested. I didn’t ask you that 
question. I said what have we got to do with the inadequate and un- 
sanitary housing conditions and the blight that exists in the indus- 
tria] and residential areas of Chicago? 

Mayor Datry. As I understand it, the Federal Government, Con- 
gressman, it was created for the people and for the happiness and 
understanding under the articles of incorporation. 

Mr. McDonoucu. But Chicago was an incorporated city, and a 
great deal of pride is taken in Chicago’s independence. Now let me 
ask another question. What Federal aid did the Government of 
the United States give to Chicago after the great fire in 1871? 





432 HOUSING ACT OF 1959 


Mayor Datry. I don’t know, but I remember that the Federal troops 
were sent, that they sent provisions and food, that they set up tents. 

Mr. McDonoven. They didn’t rebuild it. Chicago rebuilt it, and 
took a great deal of pride in having done so. The same thing was true 
as to the great earthquake of San Francisco. There was no Federal 
aid there. Now we come along to a more modern age where we find 
blight and unsanitary living conditions, and we spend billions of 
dollars to rebuild the cities that caused the blight themselves. 

Now, blight of areas in cities is not much different from the human 
blight that is coming about. What about juvenile delinquency; what 
do you think the Federal Government should do about that? 

Mayor Datey. I think the Federal Government, again, has a very 
keen and personal interest. You, as a Congressman, as well as I, as a 
local public official, have an interest also as members of a great family, 
the American family, and I would think anything that can be done 
under the youth movement, not juvenile delinquency, but the youth 
movement, is a responsibility of the Federal Government, the State 
government, the local government, and a responsibility of everyone in 
this Nation, 

Mr. McDonoveu. Well, that is admitted, if your police department 
can’t control it. 

Mayor Datey. I don’t think we live in a vacuum. I think we are 
all connected. This Nation is connected with 48, and now 49, States. 
The welfare and the well-being of the people in every State is some- 
thing of interest to the people of every other State. 

Mr. McDonoven. Do you believe in, then, a central government to 
control all of these problems and to overlap into the individual gov- 
ernments of the cities, States, and counties ? 

Mayor Datry. There is a responsibility on the Federal level. 

Mr. McDonovucn. How about on the local level? If Chicago isn’t 
able to manage its affairs on juvenile delinquency, sewer and water 
facilities, it shouldn’t exist; the Federal Government should take 
over ? 

Mayor Datery. I don’t think your point is well taken. If you were 
looking at the opposite side of that, surely you wouldn’t say that the 
people in Chicago shouldn’t pay a Federal income tax to the Federal 
Government in large amounts, because the Federal Government is not 
interested in its problems. Would you be suggesting that we in 
Chicago do not pay our income tax 

Mr. McDonovueu. That is a good point. What responsibility have 
the people of South Dakota for cleaning up the slums of Chicago? 

Mayor Datey. The same responsibility that we have for prevent- 
ing the dust storms in South Dakota or any terrible tragedy that hap- 

ens, or something that exists over which the people of South Dakota 
yad no control. Certainly we have established our Government to 
help the people in all our States, and when there is an agricultural 
problem in South Dakota it is important for us in Chicago to have 
the Federal Government, the State government, and the local govern- 
ment, do something about it. 

Mr. McDonoven. Is your budget out of balance in Chicago? 

Mayor Datry. Our budget is never out of balance. 

Mr. McDonoven. And you believe this money should be provided 
if it throws the Federal budget out of balance ? 
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Mayor Datery. I realize full well the responsibility that exists in 
the important office that you hold, and the Members of the Congress, 
and I know full well what it is to present a balanced budget. I 
wouldn’t want to see any budget thrown out of balance, because we 
know that balanced budgets are an important thing. But people are 
more important than balanced budgets. To talk about a balanced 
budget at a time of crisis in this country is to continue an error we 
have heard too long. 

If the question is a balanced budget versus the peoples’ needs, what 
they need in America, I will take the people and their needs. In 
the long run we will balance our budget, because we have today the 

reatest productivity of any country in the world, and it will only 
4 by stifllng that productivity that we will reduce our income. 

Mr. McDonovueu. In other words, you are saying 

Mayor Datry. I think the time has come for people to say: Let’s 
broaden our economy ; let’s expand our production, and we will make 
the money to balance the budget. 

Mr. McDonovuen. You are saying, in effect, if this money plus the 
other obligations we will have to meet during this Congress throws 
the budget out of balance further than it is now, that you think it 
ought to be done? 

ayor Datzy. I think that—— 

Mr. McDonoveu. I am just asking you a question. You can answer 
yes or no. 

Mayor Datry. I don’t answer yes or no questions, Congressman. 

Mr. McDonovueu. I understand that. You are very general in your 
replies. 

ayor Da.ey. I understand what a yes or no question means. I 
appeared before this committee to expand my testimony, or make my 
answer in the way I felt that I was entitled to make it, and I intend 
to continue to do so. 

Mr. McDonoven. Do I understand that you say if this money 
throws the budget out of balance it ought to be appropriated ? 

Mayor Datey. I don’t think this item would throw the budget out 
of 8 I don’t think this Congress, in its wisdom would be for 
legislation simply to throw the budget out of balance. But I think 
the Congress in its wisdom has the right to review legislation, to 
compare priorities, as does anyone else. If they see this is at the top 
of the priority list, which I think it should be, then I know this Con- 

ss will use its great judgment in determining what is right. 

Mr. McDonovucu. When you speak of priorities, do you think it 
should take precedence over the community facilities bill that is com- 
ing up, that provides moneys for you to build your sewers, sidewalks, 
storm drains, recreation areas, anything you can’t issue bonds for ? 

Mayor Daxry. I am not too familiar with the community facilities 
bill, because we have done all of that in Chicago ourselves, the build- 
ing of our sewers, our waterworks, and all of those things. I would 
think again, and we must be realistic, as I mentioned at the close of 
my remarks, where you proceed—and the Federal Government has by 
its very fine loan provisions built community after community in 
the outlying sections of the great petropaniian areas—certainly we 
are responsible, you are, as well as I, for schools, for sewers, for health, 
and the welfare of those people, and I suppose many of the commu- 
nities have, and we know they have that problem. They have a right 
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to come to the State government, and when they receive no heed they 
have a right to come to the Federal Government. 

Mr. McDonoven. Well, what do you think of the State of Indiana, 
who says they don’t want any Federal aid at all? They say they 
won't even accept it. The State of Indiana has passed a resolution 
that they don’t want any Federal aid. 

Mayor Datery. I don’t think that is borne out by the record. 

Mr. McDonoveu. You do feel that the cities, counties, and States, 
on the local level, have a responsibility for schools, juvenile delin- 
quency, and for the policing of their local area? Do you admit they 
have that responsibility ? 

Mayor Datery. I think that is why government is formulated, 
whether it is on a local level, State level, or national level. 

Mr. McDonoveu. And the fact you cannot manage your own ur- 
ban renewal areas is an admission that you cannot manage your own 
affairs ? 

Mayor Datey. Government was formulated to take care of the 
people, whether local, State, or National, and I would assume that 
every government is created for that purpose, and no other purpose, 
but to serve the people. I think that is the very purpose of our gov- 
ernment, whether it is State, local, or national. 

Mr. Rarns. I was sitting here thinking while Mr. McDonough was 
asking you about the cow that turned over the lantern in Chicago and 
the earthquake that split San Francisco, that at that time the people 
weren’t paying about a third of all they make to the Federal Govern- 
ment in income taxes. It has always been my contention—and of 
course I hail from the South as a southern States rights Democrat— 
that if the Federal Government is going to take the taxes of all of the 
cities in America it is necessary that some return be made of those 
taxes back to the people who pay them; isn’t that correct ? 

Mayor Datey. I would think so. It is interesting to note on the 
recent figures, too, that the Chicago people pay in more to the Federal 
Government than they have had returned to them. 

Mr. McDonoucu. Well, that is true all over the Nation. There is 
nothing unusual about that. We, in California, pay about 10 percent 
of the internal revenue to the Nation but we don’t get it all back in 
California. oa 

Mayor Darr. We are one of the low cities, as far as receiving 
back what has been paid in, percentagewise. We don’t say that we 
shouldn’t be, Mr. Chairman; we say that we have the responsibility 
to support the Government. 

Mr. Rarns. Of course, we have to look at the whole, broad picture, 
and I think we have passed that day long since. I don’t hesitate to 
make the statement that my State of Alabama, and it wears a pretty 
bright star in the crown of States, does not pay as much Federal 
taxes as it gets back. You would be surprised how many of the 
others are in the same category. I don’t think anybody wants to ex- 
clude them from the Union for that particular reason. 

Mr. McDonoven. I don’t think any State gets back what they pay. 

Mr. Ratns. Alabama gets back in Federal contributions—I am not 
talking about urban renewal, I am talking about everything that the 
Government pays—more than it pays in. 

Mr. McDonoveu. Half the States do. You are a big cotton State, 
too. 
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Mayor Datey. Mr. Chairman, I would just like to point to one 
other thing of significance. One of our fellow mayors, Norris Poul- 
son, of Los Angeles, president of the U.S. Conference of Mayors, and 
a former Republican member of the House, appeared before the Sen- 
ate committee and urged a 10-year program of $600 million of urban 
renewal. 

Mr. McDonoven. I know all about that, Mayor Daley. 

Mr. Rats. Mr. Widnall. 

Mr. Wipnatt. Mr, Chairman. 

Mayor Daley, I am interested in what effect relief programs have 
on the need for public housing and low-cost housing. Now, what I 
have in mind is this: It has always been my contention that the city 
of New York complicated its problems by practically a no-residence 
requirement to get on relief, and it is most attractive for people to 

to New York and get on relief within 24 hours, just multiplying 
da after day the housing problems. 
at sort of a residence requirement do you have in Chicago? 

Mayor Datry. We have, I think, at the present time a requirement 
of 1 year. 

Mayor D’Axesanpro. We have 1 year in Baltimore. 

Mr. Wwnatt. Most cities, I believe, have 1 year. 

I know you can get emotional about this and say if a person is 
poor you have to take care of him, and rightly so, we should do some- 
thing for them, but it seems to me that a city that is already having 
grave difficulties in housing its poorly paid or no income residents 
complicates the situation entirely by making it attractive to come 
there and get on a relief program that pays out pretty well. 

Mayor Datey. Well, as far as we are ttl we have the prob- 
lem. What do we do about it? Again, I don’t wish to get emotional, 
but here you have a family and they need aid, and the question comes 
again. 

eM. Wiwnatt. So you dosomething about it ? 

Mayor Datry. Yes, we do. 

Mr. Wipnatu. But you probably don’t have the same impact that 
New York City has, because there they are attracting people to New 
York because it is so easy to get on relief. That provides a concen- 
tration there where it can be better taken care of elsewhere. They 
are all going into one place, and it not only increases the amounts 
for the relief program, but the need for low-cost housing, because it 
is all concentrated in a few areas. 

I tried to bring this out before at a hearing in New York several 
years ago, as I feel that they could help to solve their problem there 
if they would tighten up their relief residential requirements. Sure. 
they are going to need low-cost housing. But I feel, on a Federal 
level, we would not be required to participate as much if the city it- 
self handled it better. 

I think, in essence, Congressman McDonough had something like 
that in mind when he was questioning. 

Mayor D’Atxesanpro. I think Mayor Wagner could answer those 
questions for New York. As mayor of Baltimore, I couldn’t answer 
them. We have a 1-year waiting period on relief cases in Baltimore. 

Mr. McDonoucH. Would you yield on that point? 

Mr. Wiwnatu. Yes. 
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Mr. McDonoveu. Well, there must be some emergency for im- 
nay aid. You don’t allow a person to go a year without any- 
thing. 

Maver D’Aesanpro. For an emergency case they always work out 
something. But to get relief assistance in Baltimore you must be a 
resident for 1 year. The same thing for public housing. 

Mr. Rarns. Let’s move along or we will be all afternoon. 

Do you havea short question, Mr. Miller? 

Mr. Miter. Yes; this question arises out of the convention of the 
real estate board in my State of California last month, and in your 
testimony, Mayor, you said that no group opposes the basic premises 
of urban renewal, and I wonder if you could tell this committee any 
expressions from the Baltimore or Maryland real estate boards to 
indicate support for 

Mayor D’Arxrsanpro. I could only tell you this: We have a Charles 
Center project and a civic center project in Baltimore which has been 
endorsed by the Baltimore Association of Commerce, the Junior 
Association of Commerce, and the Real Estate Association of 
Baltimore. 

Mr. Mitzter. Do you have any support or anything that goes in 
contravention of the resolution that came out of the San Francisco 
convention of the real estate boards? 

Mayor Datry. Our associations and industry have enthusiastically 
supported urban renewal and slum eradication. Our Chicago Real 
Estate Board has many problems underway and has supported the 
overall program. 

Mr. Mitter. I am interested to get that statement, because when 
I checked with the local real estate people of my area in connection 
with the convention, I got the same reaction. 

Mayor Datry. I do not want to be misunderstood. On the question 
of public housing, our Chicago Real Estate Board has opposed it, 
but on the other broad scale of urban renewal they have very much 
been in favor of it. 

Mr. Mitrrr. Thank you. 

Mr. Ratns. We want to thank you gentlemen. We appreciate your 
coming, and your testimony will be very helpful. We hope we can 
do a good job for the cities. 

Mayor D’Argesanpro. Thank you very kindly. 

Mayor Datry. Thank you, Mr. Chairman. 

Mr. Ratns. The next witness is Mr. Robert Gerholz from Flint, 
Mich., president of Gerholz Community Homes, representing the 
United States Chamber of Commerce. 

Come around, Mr. Gerholz. Before you start to testify, we have 
a note from Congressman Charles FE. Chamberlain, saying he is 
sorry he couldn’t be here to welcome you. 

Mr. Grernorz. Thank you. 
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STATEMENT OF ROBERT GERHOLZ, PRESIDENT OF GERHOLZ COM- 
MUNITY HOMES, ACCOMPANIED BY JAMES F. STEINER, SECRE- 
TARY OF THE NATIONAL CHAMBER CONSTRUCTION AND CIVIC 
DEVELOPMENT COMMITTEE; AND JOE HONICK, ASSISTANT MAN- 
AGER OF THE CONSTRUCTION AND CIVIC DEVELOPMENT DE- 
PARTMENT, APPEARING ON BEHALF OF THE CHAMBER OF 
COMMERCE OF THE UNITED STATES 


Mr. Geruoiz. Mr. Chairman and gentlemen, I am Robert P. 
Gerholz, Sr., president of Gerholz Community Homes of Flint, 
Mich. 

I am a member of the Construction and Civic Development Com- 
mittee of the Chamber of Commerce of the United States, and I 
appear today in behalf of the national chamber, whose membership 
includes more than 3,300 local and State chambers of commerce and 
trade and professional associations. 

I have with me Mr. James F. Steiner, secretary of the national 
chamber construction and civic and development committee, and 
Mr. Joe Honick, assistant manager of the construction and civic 
development department. 

Mr. Rains. We are delighted to have you gentlemen with us. 

Mr. Gernotz. The Chamber of Commerce of the United States 
believes that the best solution to urban problems lies in local initiative 
and a gradual reduction in Federal participation. 

Specifically, the national chamber recommends the following pro- 
gram: 

1. Reduce Federal aid gradually according to a plan which would 
eventually “phase out” the proportion of the Federal share of grants 
and reduce the level of Federal expenditures for urban renewal. 

2. Let the communities understand that urban problems are the 
responsibilities of the governments in the localities. And let the 
Congress and the executive branch of the Federal Government give 
only technical assistance and moral leadership to stimulate solutions 
to urban problems. 

3. Communities, in response to this gradual shift of Federal policy, 
would accept local responsibility for urban development and take a 
course of action which would inane the following : 

(a) Community leaders would initiate a community analysis of 
the economic-social-political forces involved in urban problems. 

(6) Community leaders would develop local policies to guide and 
implement comprehensive planning for public and private physical 
development of their urban areas. 

(c) Community leaders would devise and promote a balanced pro- 
gram of urban development. This program would comprehend in- 
dustrial, commercial, housing, transportation, and community facili- 
ties development and renewal activities—all the interworking factors 
of community growth and change, 
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(d@) Community leaders would initiate a program for the moderni- 
zation of local government. The consolidation of government juris- 
dictions, the cooperation of jurisdictions, and the improvement of local 
government financing and administrative functioning would be ap- 
propriately improved. 

his ps get a responsibility for urban development—can 
succeed. It is succeeding in those communities which are making 
progress in solving urban problems without Federal aid. 

A substantial contribution could be made by this committee through 
initiating studies to examine appropriate Federal and State tax re- 
forms to the end that the Federal revenues now collected and applied 
to Federal aids for urban development could be channeled by State 
and local taxation to the State and local governments, thus permitting 
these governments to effectively handle public participation in urban 
development. 

Such studies might lead to reducing Federal spending, adding to 
the efficiency of local action in solving urban problems, and making 
stronger the role of the community in our federated system of 
government. 

Bills before this committee would raise Federal spending to a level 
above amounts which can be fitted into a balanced budget as recom- 
mended by President Eisenhower. 

After studying these bills, the chamber suggests that your commit- 
tee consider (1) their effect on inflation, (2) the trend in Federal in- 
tervention, and (3) their probable impact on incentives to local action. 

As for inflation, the chamber does not contend that any single pro- 
posal in the bills, by itself, would produce a Federal deficit. 

But authorizations and appropriations to spend which contemplate 
deficit financing contribute to inflationary pressures which substan- 
tially detract from the values of the programs as positive contributors 
to the improvement of housing and urban development. 

H.R. 2357 would run spending for urban development far beyond 
revenues which are estimated to be available for Federal spending. 

H.R. 3319 makes the most responsible proposals for the conduct of 
the Federal urban renewal program because it fits into the balanced 
budget concept. 

In the matter of the trend of Federal aid programs for urban re- 
newal, the proposals in H.R. 2357 clearly contemplate an expansion 
of Federal activities to a degree which moves toward the elimination 
of independent local government. 

We do not say that any one proposed program, which would be ini- 
tiated or expanded by the bills before the committee, would con- 
clusively put the Federal Government into a role of central control 
over State and local governments. But the composite effect of the 
proposals moves against the principles which are basic to the best way 
of life for America. 

A significant principle is that the Central Government should be 
limited in its activities, its spending, and its power over people. The 
Central Government should especially be limited in any activites 
which can be properly handled by the State and local governments. 

The proposals in H.R. 2357 would substantially increase the por- 
tion of Federal funds expended for aids to State and local govern- 
ments and continue the shift of responsibilities for urban development 
from the State and local governments to the Federal Government. 
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In the matter of incentives to local action on urban development 
roblems, these proposals to enlarge Federal programs and to expand 
Sodaral spending are beginning to create a negative effect. 

Community leaders are given the hope and the promise that the 
solutions to downtown redevelopment and industrial redevelopment as 
well as the redevelopment of housing areas can be properly and com- 
pletely accomplished through Federal aids. a 

Community leaders in all the 17,189 communities of the Nation can 
logically reason that they are paying a share of the Federal taxes 
which make Federal aids possible and, therefore, should, in good con- 
science, apply for the Federal aid funds made legal and available 
through these programs. 

Mr. Wipnati. Mr. Chairman, could I interrupt at that point there? 
I think you have made a very good point there, because I have seen it 
happen in my own district, where normally the people in a town don’t 
want to see the Federal Government doing something, they don’t want 
to see a program started. And then when it gets started they say, 
“Well, we might as well get our share.” It creates additional 
problems. 

I saw that recently in a very wealthy town, where they got a 
$250,000 Federal grant. 

Mr. Gerunowz. I think that is only human nature. We all respond 
in the same way. 

There can be little doubt that this process of “getting our share” 
would soon neutralize any benefits from quicker action through Fed- 
eral aid programs. 

After the cost of Federal tax collections and the cost of administra- 
tive distribution, it is doubtful that the communities would receive 
any net benefit. 

The effect of the trend is to shift the leadership responsibility away 
from the 130,000 elected officials of State and local governments, and 
away from the able volunteer leadership in thousands of the Nation’s 
communities. 

The leadership is then drawn to Congress and to the Federal 
agencies which administer the programs. 

This process, encouraged by H. R. 2357, tends to substitute Federal 
dollar leadership as the primary incentive for community develop- 
ment and to reject volunteer community leadership which is of far 
greater importance in getting things done at the community level. 

We have reviewed the general arguments used to justify expanding 
the Federal aids for urban renewal and other programs. 

The chief argument for an expanded Federal program is the alleged 
incapacity of local governments to raise more funds for financing 
community facilities and renewal activities. 

A second point, repeatedly made, is that the Federal Government 
is the only level of government with sufficiently large revenues from 
which community facilities and urban renewal could be financed. 

These arguments, in our opinion, are not adequate justification for 
the sapenen of the Federal programs in urban development as pro- 
posed by H. R. 2357. 


These arguments, logically, can only justify an arrangement for 
temporary Federal aid to State and local governments. 
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To regard them as adequate justification for Federal aid programs 
which are to be continued indefinitely and expanded to multibillion- 
dollar annual expenditures, is.to be led to the conclusion that State 
and local governments are unable to govern. 

Even if the dangers of inflation, the dangers to our system of gov- 
ernment from extending Federal activities, and the dangers of de- 
clining incentives to community leaders to take action, were not of 
fundamental significance in the proposals before this committee, the 
dependence upon the action stemming from H.R. 2357 still would 
constitute only the second best solution for meeting the problem of 
urban growth and change. 

The best solutions, we believe, are those I have outlined in the 
beginning of my statement. 

Within the general framework of the foregoing comments, the na- 
tional chamber makes these recommendations: 

1. We ask the committee to approve the provision in H.R. 3319 
to authorize new obligational authority of $250 million for urban 
renewal for fiscal 1960, and the concurrent proposal to reduce the 
program over a period of 6 years. 

2. We ask the committee to reject the public housing proposals in 
H.R. 2357. 

3. We support the proposal in House Joint Resolution 77 to author- 
ize $200 million for the continuation of the college housing loan pro- 
gram. We urge the committee to require interest rates which cover 
all costs to the Federal Government. 

Now, Mr. Chairman, there has been considerable question raised 
as to whether the cities and the States would in fact assume the 
increased responsibilities that might be thrust upon them if the Fed- 
eral urban renewal program were gradually reduced and perhaps 
ultimately completely phased out as we suggest. 

Let me just say this: Perhaps the greatest accomplishment of the 
current Federal program has been to awaken in the minds and hearts 
of all people in the Nation the great need and desire for doing some- 
thing about renewing our cities. 

This has been amply demonstrated by the parade of witnesses be- 
fore your committee representing the United States Conference of 
Mayors that testified here just ahead of me and the other such local 
organizations. 

They have stated quite clearly that the one principal barrier to 
their progressing with urban renewal plans has been the lack of neces- 
sary funds. Perhaps the main reason for this serious lack of funds at 
the local level is, as you so aptly pointed out, Mr. Chairman, in your 
address to the National Association of Home Builders in Chicago last 
week, and that is because of the great Federal taxing powers. 

Now we would propose that appropriate tax sources be returned to 
the cities and States by the Federal Government which would better 
enable them to finance needed urban renewal. These tax sources 
might include estate, gift, and death taxes, so as you can see, Mr. 
Chairman, and members of the committee, we are not worlds apart by 
any means on the concern for the problems of the cities. 

There is, however, an honest difference of opinion as to the impor- 
tance of returning to the cities and States resources which allow them 
to assume the leadership in programs which we believe directly affect 
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them and at the same time relieve the terribly overburdened Federal 
Government of this immense activity. 

Thank you very much. 

Mr. Rains. Mr. Gerholz, I believe the members of the committee 
will agree that you make a very clear statement from your point of 
view and that you are a very good speaker indeed. 

Further, I think it should be devas that in this committee we 
et all sides of every question. I have only a few questions which 
ms to do with the taxing base which has been, over'the years, usurped 
by the Federal Government. 

I call your attention to the fact that the Ways and Means Com- 
mittee is very jealous of anybody looking at taxes. We will have no 
opportunity to consider that particular phase of the program. I 
remember last year I addressed the Alabama Legislature in joint 
session, and I told them what I am going to tell you. 

The people at the local level, the county governments and the State 
governments, the legislatures, don’t have the intestinal fortitude it 
takes to put on the taxes to get what it takes to do the job. 

I have told them that to their face, and I have been in it and I know 
because of the local pressures that they get. That makes me ask this 
question: Does the U.S. chamber favor turning over highway con- 
struction to the States, counties, and cities? 

Mr. Gernoz. No, the chamber has a very clear policy on that and 
I would like to ask Jim Steiner to answer that question. We take a 
different view as to the highway situation than as to the urban renewal 
problems. 

Jim, do you want to address yourself to that question ? 

Mr. Sretner. Mr. Chairman, our policy position was made after a 
pro-con discussion around the Nation by our member chambers of 
commerce and trade and professional associations. 

Our position in support of the highway program is based on a 
different set of circumstances than those involved in urban renewal. 
Of course there is a constitutional requirement which gives the 
Federal Government responsibility for post offices, post roads, and 
national defense. These activities are clearly within the constitu- 
tional assignments of responsibilities to the Federal Government. 

Mr. Ratns. There is also a statement in that same constitution, the 
statement that the Government of the United States is concerned with 
the general welfare. So you get yourself off onto pretty thin ice 
when you start lending it to one section and forgetting the broader 
section which is the general welfare. That is a big umbrella. 

One other question, Mr. Gerholz: When were you president of the 
National Association of Home Builders, what year? 

Mr. Gernowz. 1945, sir. 

Mr. Ratns. To my mind it is a great organization and an organiza- 
tion that has been of great benefit to this committee in helping us to 
write legislation. I am going to ask you a hard question. 

Mr. Grruoiz. Don’t make it too difficult, Mr. Chairman. 

Mr. Ratns. How can you support the programs of the home build»rs 
which incorporate a great many of the things—and many of them 
even further than we go in this committee—and then believe that we 
should limit even urban renewal or possibly phase it out and also 

36043—59——29 
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the inflation statements that you made? It is hard to wear two hats 
in that respect. 

Mr. Gernotz. I assume it is just as difficult there, Mr. Chairman, 
as it is in the U.S. Congress. I have been reading all of these bills 
before all of these committees and there seems to be the same difference 


of opinion. 

Maybe it is more in degrees than it is in opinion. I think we have 
the same objective. I think probably, as you say, it is a question of 
modus operandi or, How are we going to go about doing this? 

I was tremendously impressed by the statement you just made— 
that they didn’t have the intestinal fortitude in Aldbeana: We have 
a lack of this quality of fortitude in Michigan and in other places, 
although in my hometown I am proud to say they have stepped 
up to their problem. But I realize that every metropolitan district 
has problems peculiar to that district: some had a fire and some had 
an earthquake. 

There was a little difference between the Chicago fire and the San 
Francisco earthquake, but in a sense it was the same type of crisis. 

Now, as to the homebuilders, let me answer this question a little 
more specifically : There is an honest difference of opinion, Mr. Chair- 
man, in the great Home Builders Association as to how we are goi 
to accomplish and execute the programs which we have outlined, 
We in the Home Builders Association have great admiration for the 
chairman of this committee and the fact that he has championed the 
cause, even though we are not a hundred percent in agreement with 
the specifications as outlined in your bill. 

Mr. Rarns. You would be surprised if I were to tell you that as a 
legislator every single thing that goes into a bill that I promote, I 
don’t always favor. I vote for a great many bills that have amend- 
ments that I would rather not have had, but up here we have to learn 
to compromise and get the best that we can get. 

Mr. Grernoiz. Mr. Chairman, you have answered the question as to 
my second and third hat and the homebuilders. 

r. Ratns. One other question, Mr. Gerholz. I call your attention 
to your statement in which you point out specifically that certain 
items in this bill, H.R. 2357, would be inflationary. I want to dis- 
cuss that a little further with you. Of course, any expenditure of the 
Federal Government, or of anybody else for that matter, the spending 
of money, can become inflationary. There is no doubt about that, but 
isn’t inflation actually the result of the failure of production? I 
contend if we had an adequate number of houses, if there were plenty 
of them, that the price might even come down. Isn’t the fact that 
the scarcity of the article itself has something to do with the in- 
flationary pressures and tendencies ? 

Mr. Geruouz. Well, there is no question about that. I think when- 
ever you get more dollars chasing fewer goods-— 

Mr. Rats. Well, you have it on the way. Now one thing that 
worries me a little bit about the great push to avoid any expenditures 
that might unbalance an imaginary budget and would cause inflation 
is this: While I haven’t as yet seen the figures on unemployment, they 
will come out about February 10, I feel that they will prove to be 
above the 5 million mark. Now, that is not too far from being where 
it was last year when people got really excited. So in the light of 
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those circumstances, if those figures show that, don’t you really believe 
from the national economy standpoint, what we need to try to do is 
to spread out production instead of trying to close in and stand where 
we are? 

In other words, what I am trying to get over is that a full employ- 
ment and a full productive economy is the answer to inflation or is it 
a cutback all along the line? 

Mr. Greruoxz. Well, I am not in favor of a cutback. Here is an 
observation that I have made. For example, in housing, or in con- 
struction which probably is going to be something, as you know, in 
excess of $50 billion this year—probably $17 to $18 billion of it in 
housing—there is a sort of a curious paradox in that industry as you 
know, Mr. Chairman. That is, as we approach 2 gm production, 
prices continue to go up. It is an amazing thing. We are beginning 
to feel the price increase impact now from suppliers and manufac- 
turers and producers because, as you know, the last quarter of 1958 
was a pretty active quarter in the housing field. 

If production is adequate to take care of all of the requirements 
that are going to be made, whether that will reduce prices or not I am 
not in a position to say. Historically it has not. 

Mr. Rarns. We had witnesses here yesterday, I don’t know what 
facts they had, who claimed that the $15,000 house—and I am not go- 
ing to get off on to homebuilding with you—but the $15,000 house last 
year actually dropped in price a thousand dollars. 

Was that your observation or not ? 

Mr. Geruouz. Well, of course, it is extremely difficult. It would 
be like saying that the price of automobiles had been reduced—if we 
built a lesser house, you would have to examine the specifications. 

Mr. Rats. It depends on what you put in. 

Mr. Gernouz. Yes. You could strip a model and cut the price back. 

You made an observation about your State of Alabama. 

Could I make an observation to this committee, because our only 
interest, and the interest of the national chamber is the same interest 
as the great leadership that the U.S. Congress is getting today. We 
feel that with great leadership here in Washington, and with respon- 
sible leadership back home—and I would like to emphasize responsible 
leadership—working together we could solve our urban development 
problems. Isn’t it true, Mr. Chairman, that the great strength in 
America is due to our decentralized form of government? 

For instance, might I refer to one prototype: That is the school 
boards. Sometimes I think we have too many of them. We have 4.400 
of them in Michigan. But we are getting results. 

Another example: Take the township and the county. A lot of 
people are talking about city, county, or urban county government. 
But I am inclined to think just as a businessman, just as a citizen, 
certainly with the same interests, probably not always with the same 
perspective that you enjoy, but I think our ultimate objective is cer- 
tainly the same. What I am pleading for, and the chamber is plead- 
ing for, is to not destroy our system of government. We think that 
the real strength in this country is back there at the grassroots. Is 
that a fair statement if I was to sum up? 

Mr. Rarns. It is not only a fair statement, it sounds like one I would 
make on the Fourth of July to a big picnic out in my congressional 
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district. At the same time in reality after 15 years up here, regardless 
of whose fault it is, and I would like to say a lot of it happened before 
any of us got here, there has been the constant shifting trend and the 
constant shifting of revenues and we have to work then with the tools 
that we have in bend: 

You must remember that people demand, and in America it is 
public opinion and not the Congress that rules this country. 

I would like to share your opinion that the more grassroots gov- 
ernment we have, the better off we will be, but at the same time you 
can’t just suddenly walk in here and break this tremendous struc- 
ture down that has been growing all of these years, rightly or 
wrongly. ‘ 

Mr. Gernotz. Mr. Chairman, after great deliberation in our state- 
ment, the chamber does not propose to do that. We think that we 
should carry on with the program. We think it is a wonderful pro- 
cg as I pointed out. You have made a tremendous contribution in 

ringing about an awareness on the part of responsible citizens and 
I don’t know how leadership in our communities, whether it is flag 
waving or not, can default on that responsibility. What do you have 
left if they do? 

Mr. McDonoven. Would you yield at that point ? 

Mr. Ratns. Yes. 

Mr. McDonoveu. In reference to that, Mr. Gerholz, this committee 
is also faced with a demand on the part of the conference of mayors, 
and it seems to me more or less a unanimous opinion on the part of 
the conference of mayors that this urban renewal program continue 
and not phase out as you propose. 

Now, f would like to have your opinions on that. 

Mr. Geruouz. Well, gentlemen, I couldn’t help but he impressed 
by the testimony of the mayors of these two large and dynamic cities. 
We realize the growth that has taken place in Baltimore and in Chi- 
cago. For a number of years I have been familiar with some of the 
work that has been carried on in these communities and I am sure 
the committee by personal observation—your field tours—has seen 
what has taken place. I would think it is a wonderful thing, if I was 
running a city or a corporation, if I didn’t have to worry much about 
raising any funds back home; if I didn’t have to antagonize any of 
the revenue producing sources; if I could come to the Federal Gov- 
ernment and get my share or a larger share. I think that would be 
wonderful. That is the natural thing for them to do. I have great 
respect for their integrity, but I question whether the conference of 
mayors doesn’t operate like a lot of other conferences and associa- 
tions; and whether or not they are speaking pretty much for the pol- 
icy adopted by that particular association rather than for the re- 
sponsible citizens back home that have to raise the money. ; 

Mr. McDonoven. Do you know of any community in the United 
States that could or is attempting to solve its own urban renewal 
program without Federal aid ? m : 

Mr. Grernorz. Well, I have been familiar with Indianapolis for 
years. Chicago is also an excellent example. You have visited 
there—the Illinois Institute of Technology—that great community 
asset. They have cleared blocks and blocks and blocks and blocks. 

Now, I realize, of course, that they have had the benefit of urban 
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renewal funds and have put them to good use. But local leadership, 
responsible local leadership, there, long before the bill was passed in 
1949, stepped up to the problem, and enlightened local leadership. 

Jacksonville, Fla., of course, is doing an outstanding ce. My own 
hometown of Flint, Mich., I know more about it. Frequently, in 
traveling around the country people say, “Where are you from?”, 
I tell them “Flint,” and the Detroit area, and I get a lot of sympathy. 

I know we are supposed to be pretty hungry out there and pretty 
hard-hit; a depression, a labor surplus. But I would like to say to 
you that in our area, a trading area of about 350,000, we are inter- 
ested in a redevelopment project that will clear a blighted area in- 
volving 35 acres. The land has been acquired. It has been paid for. 
The clearing of the site has been completed. We are making way 
for a much-needed new postal center, specialized office buildings for 
nonmanufacturing type of business, general office facilities, apartment 
and hotel projects. Progress toward the realization of this particular 
project has been the result of splendid cooperation from the local offi- 
cials, from the Greater Flint Downtown Corp., the committee that 
sponsors the college cultural development, and a great many spirited 
business concerns around there who have a real interest in preserving 
the city and downtown. 

Mr. McDonovuen. Well, suppose as a result of that local effort 
there you were entitled to an income tax rebate for it rather than these 
cities asking for Federal funds who would not get a rebate. Maybe 
as an incentive we should say, “If you do your own urban renewal, 
we will give you a rebate on your taxes.” 

Mr. Geruoiz. That would be a wonderful thing. That is what we 
are asking for. But as the chairman pointed out, you are not the 
tax committee of the Congress. We recognize that and apprecite it. 
But, gentlemen, it has been done. It can be done. 

For example, here is another thing for the record, Mr. Chairman. 
We cleared a slum there and have built a beautiful cultural center 
costing in excess of $20 million which was raised by the citizens, 
through private contributions. The leadership had a genuine and 
responsible interest. 

Mr. McDonoven. That is in contrast to a city that throws its entire 
responsibility to the Federal Government and does nothing for itself; 
you are trying to do with your own funds. 

Mr. Geruouz. Up to date we have done it. But I presume we will 
be down here. You will see us in the parade. We will be down here 
to get our share. 

Mr. McDonoven. And for that reason you will expect no tax re- 
duction, because if you keep on asking for money from this source 
there will be no tax reduction. 

Mr. GerHorz. You talk about taxes and the Federal budget. It is 
extremely difficult to understand. I think I understand, going back 
to your question, Mr. Chairman, some of the causes of inflation. I 
think I have a fuller appreciation of the value of a stable dollar and 
what it will purchase, with specific reference to the structural com- 
ponents that go into housing. 

I have been in the housing business for 36 years. For 36 years I 
have met the payroll. I have built thousands of homes and I have 
seen the house, for instance, that originally cost $3,500 and $4,000 now 
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costing $16,000 or $17,000. That is nothing new to the members of 
this committee. 

I am just pointing out that in my 36 years in the building business 
that is exactly what has happened. It seems to be the trend and I 
know we can’t reverse it overnight. But if we could arrest it and 
hold the line, that is all we want to do, to help you hold the line. 
We realize the tremendous pressures that are brought to bear on the 
Congress. 

Mr. Rains. I know about that building a house; I just got through 
building one. 

Any questions ? 

Mrs. Sutiivan. No questions. 

Mr. Rains. Mr. Miller? 

Mr. Mitizer. No questions. 

Mr. Rarns. If we didn’t have three other witnesses, we would like 
you to stay with us longer. You are excellent witnesses and we ap- 
preciate your appearing here. 

Mr. GerHouz. Thank you, Mr. Chairman. I am extremely grateful. 

Mr. Ratns. The next witness is Mr. Bernard G. Walpin, director 
and cochairman of the Legislative Committee of the Coordinating 
Council of 213 Co-ops. 


STATEMENT OF BERNARD G. WALPIN, COCHAIRMAN, LEGISLATIVE 
COMMITTEE, COORDINATING COUNCIL OF 213 CO-OPS, AND DI- 
RECTOR, MUTUAL HOUSING SPONSORS, INC. 


Mr. Watprrtn. Thank you, Mr. Chairman. I am appearing and 
speaking both as the cochairman of the Legislative Committee of 
the Coordinating Council of 213 Co-ops and as the executive director 
of Mutual Housing Sponsors, Inc. The former group is composed 
of representatives of the overwhelming majority of the 213 coopera- 
tives already in existence in the New York and New Jersey areas. 

mci Rains. Your statement appears to be lengthy, it is single 
spaced. 

MM r. Watrrn. Oh, I will not read it. We area group which believes 
in cooperative housing and a group which wishes to encourage co- 
operating housing. 

Cooperative housing as it has developed under the 213 management 
type, is the one category of housing where the Federal assistance pro- 
gram helps to create the housing for the middle-income level, without 
any form of tax assistance or any public housing, and therefore we 
should take care of those details which will make the program more 
gi to builders and consumers and, therefore, more extensively 
used. 

As far as one and one makes two to me, the co-op housing if assisted 
in any form by the Government creates an entirely deflationary im- 
pact for the simple reason that when cooperative apartment houses 
are-being purchased, the consumer is taking money that otherwise 
would be buying other consumer items and is putting it into the cost 
of that housing as distinguished from the rental situation where he 
uses none of his money to purchase the apartment. Instead, the equity 
is put in by an investor who as we all know is able to borrow part of 
his equity. 
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I am not talking about the mortgage borrower, I am talking about 
the facts of life and the way in which any type of real estate tax is 
financed. Part of the equity is borrowed mi it has conceivably an 
inflationary impact whereas in the co-op it is deflationary. ; 

Mr. Rains. Mr. Walpin, on page 2 of your statement, you have 4 
or 5 specific recommendations. Since we are going to be writing the 
bill, we would rather you put your finger on those items for us. 

Mr. Watprrn. Fine, I would be very glad to. The first group of 
points on which these items bear is that of reducing the carrying 
charges to the consumer of cooperative housing and doing so in fash- 
ions which are deserved for the 213 program. In the first place, we 
have now reached the point where in some of the one-family houses 
under FHA and in the 207 program that we are allowed a 40-year 
amortization period. Co-op apartment housing generally is built, 
where particularly it is under consumer responsibility or sponsorship 
to begin with, in the type of good construction which will last well 
beyond 50 years. 

ikewise, co-op housing is built under the type of neighborhood 
arrangements, ground coverage, and the like, where the neighborhoods 
will last well beyond the 50-year period. 

Furthermore, co-op apartment housing is the one type of apartment 
housing where the homeownership factor which we all know by way 
of its pride of ownership, attention to upkeep, necessarily makes for 
longer life. It istherefore only proper that that should be recognized 
by allowing a 50-year amortization and in that fashion to help us to 
bring down the carrying charges closer to this middle-income level. 

Secondly, the co-op program, and I assure you gentlemen, and 
lady, can check this with the FHA, has the better record of any sec- 
tion of FHA insurancewise. As I understand it, there has been one 
little teeny-weeny loss in the entire program and that wasn’t a loss 
in the sense that it was a foreclosure. That should be recognized 
ina two-fold manner. 

In the first place, the one-half of 1 percent premium which is now 
being built up to fantastic amounts, should be reduced to a quarter of 
1 percent. This, too, will serve to reduce the carrying charges. 

n the second place, right now 207 and the two categories of 213 are 
lumped together in a fund which is not a mutual fund as is the case 
with 213’s. If the 213 management type on its own, if the 213 sales 
type on its own, if the 207 category on its own can show a proper 
record of low losses or of little losses, it is only proper that there 
should be premium refunds to further reduce the carrying charges 
in that category. 

We ask that it be set up in a mutual fund and that the mutual 
fund be set up so that there can be periodic rebates of premiums, not 
just waiting until the end when the mortgage is paid off, because that 
won’t handle the problem of using this as a means of reducing the 
current carrying charges. The reduction of the one-quarter of 1 per- 
cent should apply both to future 213 co-ops and to the existing ones. 

Now, if I may turn in my recommendations to the basic problem 
which the chairman properly alluded to, namely, that the way in 
which you basically lick inflation is by creating more housing, we 
have the device for not only creating housing, but for creating middle- 
income housing in the 213, but there are certain changes that are 
essential in order to make it used more extensively. 
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First of all, and this is a key point, we find that the 213 manage- 
ment type rightly or wrongly, and I say wrongly, do not appear to 
the lending institutions to the extent which a 207 will. This is part 
of the facts of life. They have not yet become sufficiently educated 
to the fact that the 213 is essentially a safer and better investment 
because of the home ownership factor. 

Therefore, until that change takes place there must be special 
er, Fannie Mae money, to assist this building income type of 

ousing. 

Therefore, we ask for an addition to the funds. There are some 
funds now, but they cannot be used in places like New York and New 
Jersey and other large cities I'am familiar with, because the ceiling 
of $15,000 means that the big demand for 213’s which lies in the 
larger apartments cannot be met. It is perfectly proper because it 
will still keep you down to middle-income level to simply adopt for 
Fannie Mae the FHA ceilings. 

A further and extremely important change which I think from our 
experience will practically double the amount of 213 management 
type put to the market as to make certain that the proposal in the 
chairman’s bill that the 85 percent basis on investor-sponsored at the 
beginning point can be changed to 90 percent. 

The reason for that is at 85 percent the amount of capital which 
the builder has to put in to in effect just sit there until the building 
is completed, is such that the program is not attractive. 

This is not a program where the builder comes out with a big profit, 
where he retains any ownership. He is attracted to it only if he can 
see that without putting in too much capital he is able to build some- 
thing, make a fair contractor’s eet. In your bill, and in the Senate 
bills, there is the raise of the final percentage to 97 and 99 percent. 
Therefore, it is all the more proper and essential that on the investor- 
sponsored it be raised to 85 percent initially. 

Another very important point that will assist us in creating more 
cooperatives. As I said, the builders do not find this program to be 
something which is going to offer them a source of a tremendously 
wonderful investment for the future. If we are able to get past the 
planning stage and have a co-op ready to be built, then your average 
contractor builder is very happy to step in and make his fair con- 
tractor’s fee. I therefore suggest that a revolving fund be created 
which will be used for the planning and processing stages of 213 man- 
agement-type co-ops which would be sponsored by consumer-oriented 
groups. A small interest charge which would then be payable out of 
the project ultimately would make this fund absolutely costless to the 
Government, and it would mean that groups which were public- 
spirited and consumer-oriented would be able to get co-ops started. 

This, too, in my opinion, would double the amount of 213 co-ops. 
Finally, one further point. This refers particularly to the present 
co-ops. The builders have seen fit to include community facilities in 
subsequent 213’s. Many of the earlier 213’s have a dire lack of com- 
munity facilities, yet the cooperatives now well established would like 
to include them. Therefore we suggest—and this is a particular desire 
of the coordinating council of the 213’s, the existing 213’s—that ar- 
rangements be made to include additional community facilities, under 
the existing mortgages. 
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Naturally that would have to have the approval of the FHA and 
of the lending institutions already on the mortgage, but there should 
be provision to be able to include them on the same basic terms as the 
original housing or current FHA 213 housing would cover. 

hese, then, are the major points, each of which will serve to release 
a current bottleneck or to expand the usage of 213’s, to bring the 


carrying charges of 213’s down to the true middle income, and I might 


just say, my own computations—and I will be glad to spell it out if 
it is requested—would suggest that the $42 a room, which today is 
what you have to spend if you are a tenant on a new 207, in a high- 


| cost area, equals with a co-op $28 a room, and if we can make these 
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changes mentioned here, that will come down then to perhaps $24 a 
room, and we then, I repeat, will be giving middle-income housing 
without having to resort to public housing, without having to resort 
to subsidy. This program should be advanced as much as possible. 

In conclusion, I wish to thank the committee for permitting me to 
make this presentation, and to congratulate the committee and its 
staff on being just about the most conscientious people I can possibly 
come across in their studies of the various aspects of all housing and 
their sincere desire to expand the production of this commodity which 
we in America find is the consumer commodity, the demand for which 
is least satisfied. 

Mr. Rarns. Thank you, Mr. Walpin. 

I can see you have made a careful study of 213’s and we are quite 
interested, as you well know, in the program. We think it has great 
possibilities, and I assure you that your testimony is appreciated 
and that we will look into those specifics when we come to writing the 

Ii. 

Mr. Watrrn. Thank you very much. 

Mr. Ratns. The next witness is Mr. Carman G. Blough, director 
of research of the American Institute of Certified Public Accountants. 

Have a seat, Mr. Blough. 


STATEMENT OF CARMAN G. BLOUGH, DIRECTOR OF RESEARCH 
OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC 
ACCOUNTANTS 


Mr. Biouau. Mrs. Sullivan, and gentlemen; my name is Carman G. 
Blough. I am the director of research for the American Institute of 
Certified Public Accountants and adjunct professor of accounting in 
the Graduate School of Business at Columbia University. 

My appearance here today is on behalf of the American Institute of 
Certified Public Accountants which, as some of you know, is the only 
national association of certified public accountants. We realize that 
there is a great deal of demand on your time and we very much ap- 
preciate the opportunity to be heard. 

My purpose in appearing is to offer any help that the institute or T 
can give your committee in wording any provisions you may wish 
to incorporate in the law with respect to accounting, financial report- 


_ ing, or auditing. 


want to emphasize that we are not ae any position for or 
against these bills on their merits. We are addressing ourselves only 


to their financial reporting and auditing requirements. 
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A number of the bills before you at this time provide, in one way or | 


another, for the submission of financial reports to Government au- 
thorities and the auditing of such reports. These are matters of par- 
ticular significance to us as professional accountants, 
As an example of what I should like to discuss, let me refer to 
H.R. 2357 introduced by Mr. Rains. In section 605(c) on page 64 
inning on line 16, provision is made for a report to the Authority, 
at the end of each fiscal year, containg— 


financial statements for the fiscal year and an opinion thereon by the State 
auditor or other appropriate State official or by a public accountant of recog- 


nized standing based on an audit conducted in accordance with generally 


accepted auditing standards * * *. 


We heartily endorse the underlying principle that seems to be 
voiced in the words just quoted, that is, that if the Congress requires 
financial statements to be furnished to a Government agency, then 
the matter is sufficiently important to provide that such reports be 
prepared so as to present fairly the required information and to dis- 
close all material facts, and that the accepted method of providing 


such assurance is to require an independent audit. This is the prac- , 


tice of the SEC, the REA, the SBA, and other Government agencies, 
as well as the accepted practice in the commercial world, and we think 
it is very appropriate to require it here. 

However, if this objective is to be attained, it is important that the 
legislation requiring audits of financial reports be so drafted that 
those who are to administer the acts will obtain audits that are satis- 
factory. To do this, we believe it is essential to set forth, clearly, 
(1) the standards to be followed in the conduct of the audits, and 
(2) the standards of competence and responsibility to be used in deter- 
mining who may conduct the audits. An audit requirement without 
provision for these two standards will give the appearance of setting | 
up some safeguards against misuse of public funds when, in fact, no 
such safeguard is actually present. 

We are pleased to see that Mr. Rains has recognized the need to 
set forth the standards to be followed in the conduct of the audit. 
This he has done by specifying that the audit shall be conducted in 
accordance with “generally accepted auditing standards,” which has 
a definite meaning both for professional accountants and for the 
courts. 

I might say here that some of the bills which are before the Senate 
committee do not contain that provision, and I testified over there 
with respect to that point. 

Mr. Ratns. Maybe they will when they get through with them. 

Mr. Bioven. I hope they will. 

The standards of competence and responsibility for determining 
who may properly conduct an audit, however, are not set forth, yet 
they are even more important than the standards of auditing. An 
audit can be no better than the competence and integrity of the person 
who performs it. For this reason, it seems important for me to take a 
little time to discuss the different kinds of public accountants we have 
in this country in terms of the bases for objective appraisal of their 
qualities. I realize that I may be accused of having some bias on this , 
point but I shall try to confine myself strictly to the facts. 
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The most widely recognized evidence that a Pree has the neces- 
sary qualities for an auditor is his —— of the right to practice 
as a certified public accountant. This right is granted by the several 
States, Territories, and the District of Columbia to anyone who has 
demonstrated that he possesses the requisite character, education and 
experience and has passed the 214-day, written, uniform CPA exami- 
nation which now has been adopted by all the States, Territories, and 
the District of Columbia. 

I should like to stress the fact that the conferring of the right to 
ractice as a certified public accountant is exclusively an exercise of 
tate authority and that it may be revoked by the State for unprofes- 

sional conduct. . 

In addition to their technical proficiency, certified public account- 
ants, with a few exceptions, are subject to discipline for infraction 
of rules of conduct adopted by the American institute, State societies 
of CPA’s, or State boards of accountancy. Typically, these rules re- 
quire adherence to generally accepted auditing standards and ac- 
counting principles, provide penalties for false and misleading state- 
ments, and prohibit contingent fees, financial interest in clients’ af- 
fairs, and occupations incompatible with public accounting—all in- 
tended to avoid even the possible appearance that the CPA’s judg- 
ment might be wrongfully influenced. 

The term “public accountant” carries with it no such evidence of 
competence. In many States, anyone who decides to practice account- 
ing may hang up his shingle as a public accountant without even 
filing his name and address with State authorities, let alone passin 
an examination or giving evidence of education or training or g 
moral character. About half of the States have enacted regulatory 
laws under which anyone who practices as a public accountant must be 
licensed. In these States, licensed public accountants are at least 
subject to some disciplinary controls by the State. 

I should say, however, there is no test in most of the States of the 
qualifications of these licensed accountants. In most all States it is 
merely a matter of registering at the time the law goes into effect if 
they had been an accountant. 

he point I wish to emphasize in this connection is that there are 
important forces maintaining the standards of the CPA’s whereas in 
States where there is no legislation regulating practice as a public 
Bente, the non-CPA has only the force of his own will to direct 
im. 

Because of these facts, we believe your committee would establish 
a reasonable standard for the selection of a public accountant if it 
were to specify an “independent certified public accountant.” 

Mr. Ratns. May I interrupt you right there? Why independent? 
Why not just say certified public accountant ? 

Mr. Brovucu. The reason I say independent is because if you do not 
say independent it might conceivably be that an accountant who was 
employed by an agency, for example, who might have passed the CPA 
examination, might be called upon to certify to the financial state- 
ments that he himself had responsibility for, and if he is not inde- 
pendent then the audit would have less reliability and dependability. 

Now, most CPA’s are subject to codes of ethics which would prevent 
them from doing that, at least without disclosing the fact that they 
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were employed by the agency, but even with that disclosure, if nothing 
is provided to require independence, they could assert that they were 
complying with the law. 

Mr. Rains. I see what you mean. 

Mr. Biover. An added reason for doing so—and I mean by that 
specifying an independent certified public accountant—is that, in 
addition to conducting the audit, the CPA would also be able to assist 
the agency in developing and carrying out sound and economical 
operating procedures. 

You may know that at their annual business meeting on October 15, 
1958, the National Association of Housing and Redevelopment Offi- 
cials adopted a resolution supporting the principle of independent 
financial audits “made by either the Federal agency, the State auditor, 
or by a certified public accountant.” 

The question has been raised as to whether there are enough CPA’s 
to handle this work. There are approximately 61,000 certified public 
accountants in the United States located in every State and Territory, 
most of whom are in professional public practice. There are no sec- 
tions of the country that are far removed from a certified public 
accountant competent to handle work of this kind. It must also be 
remembered that many CPA’s have well-qualified assistants working 
under their direction, and for whose work the CPA takes ful 
responsibility. 

owever, if for any reason it does not appear practicable to you to 
require that audits be performed only by cottified public accountants, 
then we believe the law should provide that the arm of the Govern- 
ment which is expected to rely upon financial statements on the 
strength of the audit behind them should have the authority to deter- 
mine the competence and responsibility of any noncertified public 
accountants whose reports are to be accepted. If this is not done, the 
essential purpose of the audit provision may be defeated through the 
conduct of audits by persons a are incompetent or irresponsible. 

Now, I might say, as an aside there, I believe in the bill there is 
something about a public accountant of recognized standing. I as- 
sume that was intended to establish some kind of criteria for the qual- 
ity of the auditor, but I ask the question as to whether it really does, 
recognized by whom and under what standards. 

Accordingly, we believe that if the committee feels it advisable to 
authorize audits by public accountants other than certified public ac- 
countants, the provision should specify “independent certified public 
accounts or independent public accountants satisfactory to the Author- 
ity.” You will note that I have used the adjective “independent” 
with respect to both certified and noncertified public accountants. 
This is quite important in order to make it clear that the auditor is to 
be completely independent of the agency being audited and that no 
one employed by or closely related to the agency can be retained as 
the auditor. 

Now, there is one other point that does not appear in your bill, Mr. 
Rains, but which I did mention over in the other house, which is in 
some of those bills, and that calls for a certification by the chairman 
of the agency to the authority that the financial statements are true 
and correct, and I urge that those be changed, because “true”, and 
“correct” are terms which customarily apply to statements which are 
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either right or wrong, statements of fact, whereas financial state- 
ments always involve matters of judgment and opinion in their 
preparation. : 

Therefore, we would recommend that the chairman of the agency 
and the agency itself not be asked to certify that they are true and 
correct, but that they fairly present the condition of the business and 
the results of its operations in accordance with generally accepted 
accounting principles. 

Mr. Rats. I understand. 

Mr. Buoven. In closing, I want to assure you that the American In- 
stitute of Certified Public Accountants will be glad to be of whatever 
help it can with respect to any matters relating to financial reporting, 
auditing, or accounting principles. Our membership encompasses 
specialists in every field of accounting on whom we can call for advice 
in any area of our professional responsibility that might be of interest 
to you. 

hank you again for according us the privilege of presenting our 
views here today. 

Mr. Ratns. Mr. Blough, your statement is right on the button, and 
I think our minds are running along the same channel. When we 
write the bill we will do our best to see if we can’t make it spell out 
what we intend it to mean. We will try to avoid the requirements 
that he make any statements other than those that are generally ac- 
cepted as good practice in accounting. 

{i don’t know what the outcome of that section is going to be, of 
course; but to my mind it would be just as safe to have good CPA’s. 
1 would just as soon have them auditing the local authorities as to 
have some agency of the Government. There are some people who 
want to make it appear that, unless the Government goes in and 
audits, something bad is bound to happen. However, all of the big 
corporations use CPA’s, and I am sure they do as good a job as 
anybody else. 

In fact, you do auditing for certain Government agencies now? 

Mr. BroueH. Yes; we do. 

Mr. Rains. Do you have any questions, Mrs. Sullivan ? 

Mrs. Sutiivan. No questions, Mr. Chairman. 

Mr. Rarns. It is very much to the point and I think we can do 
something about it. Thank you very much. 

Our last witness for the day is on behalf of the Cooperative Housing 
Builders of America, Mr. Alfred Stallford, legislative chairman, in 
behalf of John Long. 

We are glad to have you. Sorry we are running late today. 

Mr. Sraturorp. I will make it brief and to the point. We have 
our summary. 

Mr. Ratns. The entire statement will go into the record. 


STATEMENT OF ALFRED STALLFORD, LEGISLATIVE CHAIRMAN, 
COOPERATIVE HOUSING BUILDERS OF AMERICA, IN BEHALF 
OF JOHN LONG 


. Mr. Sratirorp. If I may have the opportunity of just covering 
the individual points covered in the summary, and show some illus- 
trations that I have brought along with me that might be of help, that 
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should be sufficient. The first item in our proposal is this extension 
of community facilities to the sales-type cooperative housing pro- 
gram. We feel this is an important part of the management-type 
cooperative section that has been in the bill for a number of years, 
and it should properly be extended to the sales-type program. 

By way of illustration which might help to serve to illustrate 
to the committee what we have in mind, I brought with me charts 
which will describe just the type of community facility that we have 
in mind in larger housing developments which, to this date, are omit- 
ting these veally important facilities that are so important to hold 
down juvenile delinquency, and create proper playgrounds and 
recreational facilities for our suburbs. 

Unfortunately, the municipalities and counties throughout the 
country are not equipped financially to accept even by way of dona- 
tion these park areas and subdivisions, and are not equipped par- 
ticularly to provide the facilities that we have in mind that could be 
covered under the mortgages of those houses that will be directly 
benefiting from the facility. ' 

I have here a chart of a 160-acre development with a recreational 
center located right in the center, if you may see that. Now, the 
normal VA or FHA 203 subdivision would provide for winding 
streets, rather than the gridiron pattern, but this area in the center 
would be for additional houses, and it is our intention to provide a 
park with a meetinghouse, and shuffleboard courts and a baseball dia- 
mond, and in those areas of the country where they experience warmer 
climates, to include a swimming pool where that would not be con- 
sidered a luxury. 

In those developments where the houses may run a little bit higher 
in price—and by that I mean over $10,000—it is proposed to provide 
more frequent community facilities for a smaller number of houses as 
illustrated here. 

Mr. John Long, the president of our organization, has been build- 
ing on an exceptionally large scale in Phoenix, Ariz., developing a 
very large development, where he has come out with a house that he 
has been able to offer under this 213 sales type program, containing 
three bedrooms, two baths, carport, full living room, dining-kitchen 
facilities, to sell for $8,975, with the plot, containing over 1,150 square 
feet of livable area. I have the photographs here. There are two 
other illustrations contained there. 

I might add, sir, we introduced these same photographs to Mr. 
Sparkman’s committee a week ago yesterday, ant the Senate commit- 
tee was sufficiently impressed to have included these photographs that 
you are now looking at, included in their committee report. 

Mr. Ratns. I wish we could do that, but there is a prohibition 
against that in the House. 

Mr. Srauirorp. I understand that, but they are available for your 
use. 

Mr. Rains. How much did you say these sell for ? 

Mr. Strauurorp. The sales price is on the reverse side. The smaller 
house sells for $8,975 complete. Now, we have another plan there con- 
taining three bedrooms, two baths, two-car garage, and a family room, 
to sell for $10,995, complete, and the third plan contains four bed- 
rooms, 21% baths, plus a family room, to sell for the figure of $13,650. 
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Now, this type of housing is available under the 213 cooperative sales 
program in Phoenix, Ariz. 

Mr. Rains. What is the square foot area in this $10,000 house ? 

Mr. Srauurorp. The $10,995, sir, the livable area, excluding the 
garage, is approximately 1,350 square feet. 

Mr. Rarns. That is excluding the garage? 

Mr. Sratirorp. Not counting the garage. 

Mr. Ratns. Nor the storage area? 

Mr. Srattrorp. Nor the storage area. Just the livable area of the 
house. If you will note the third plan containing four bedrooms, 214 
baths, plus that family room, to sell for the astonishing figure of 
$13,650—and I might add that the sale price will include the com- 
munity facilities that I speak of which are illustrated on this chart, 
and this is the type housing that has been made available throughout 
the country at reduced cost to the consumer under this 213 sales type 

rogram. 
fe ow, the larger sized house that I mentioned, $13,650, would be 
eres on this type of layout where there would be less houses per 
ark area. 
. Mr. Ratrns. I believe you could sell houses like that down my way, 
or any place. They are very nice. 

Mr. Sratirorp. Thank you, sir. We feel it is a tribute to Mr. 
Long’s development. I might add for the record that last week he 
attended the National Association of Home Builders convention in 
Chicago, where he received the National Award for Best Community 
Planning. 

Now, these are the same houses and the same subdivisions on which 
he built this 213 sales type housing. 

Mr. Rarns. I was there and saw him get the award. 

Mr. Srauirorp. Then you know of what I speak, sir. It has been 
an outstanding project and one that certainly should be held up as 
one of the better housing developments of the country. I think Mr. 
Long has probably won more national awards for best home value in 
the under $15,000 price class than any other builder in the country. 

Mr. Rarns. One other question. Does the land go with this house? 

Mr. Sratirorp. The complete lot is included. 

Mr. Rarns. Including the use of these community facilities? 

Mr. Srauirorp. He will include the community facilities at the 
prices stated. 

Mr. Rains. That is remarkable. 

Mr. Sratirorp. Now, up to this point there have been sections of 
the land which Mr. Long has donated to the county and which they 
have accepted and have put in certain community facilities for the 
benefit of their home purchasers, but unfortunately around the coun- 
try the financial condition of many of these counties and municipali- 
ties is such that they just can’t afford to undertake the facilities of 
which we speak. And since we are limiting the benefits to the people 
whose houses will surround the facility, we feel that the 213 com- 
munity facilities program will be an ideal way to provide them. 

Mr. Ratns. Do you have some extra copies of these pictures? 

Mr. Sratirorp. You may keep them. 

Mr. Ratns. We would like to keep them here so the other members 
of the committee can see them. 
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Mr. Srauurorp. Surely, sir. And the sales prices are noted on the 
reverse side. 

Mr. Ratns. Are you employed by Mr. Long? 

Mr. Statirorp. No, sir; I am president of Institutional Mortgage 
Co., which is his mortgagee. 

Mr. Rarns. Let me ask you this: Has he ever built for the so-called 
Capehart program, military housing; has he ever built any houses 
for them? 

Mr. Sraui¥rorp. No, sir; he has not. However, certain members of 
our association have, and are currently building today. Mr. Herbert 
Loeffler, of Miami, Fla., is a member of our association and, building 
under this very 213 sales type program, has just finished a Capehart 
peosaes of about $10 million in Bunker Hill, Ind., and is currently 

uilding the one at Chanute Field, Ll. 

Mr. Ratns. We have heard about those. They say they are very 
fine projects. 

Mr. Sra.trorp. The members of our association have selected the 
213 sales type program as a means of providing better housing at 
lower cost to the consumer, and the purpose of this testimony, sir, is 
to try to bring about those minor changes which we feel will make 
the program even more workable and make better housing at lower 
owe veeing as the photographs illustrate, to more and more of our 

ople. 

Pethe use of a 40-year loan has helped to bring down the carrying 
charges, and accordingly has been able to reduce the earnings require- 
ments of a prospective purchaser to qualify for the mortgages that 
are required. In other words, we feel that we have definitely made a 
contribution under this program by providing better housing at lower 
cost to more people than is available under the 203 program, especially 
to nonveterans, who cannot have the benefit of the VA section 501 
program. 

Mr. Rarns. I think you are doing a very fine job, you and your 
associates, and we are interested in trying to make the program as 
workable as possible, and you have given us some very good thoughts 
and suggestions here. 

Mr. Sratirorp. Thank you sir. If I may have the opportunity of 
just quickly going over the other portions of our proposal. The next 
item is the equity payment requirement under 213. The legislation 
as now exists, and right from the very beginning, going back to the 
Housing Act of 1950, has never required a cash equity payment on the 
part of the members of a cooperative. However, by administrative 
regulation, FHA has included this requirement of a minimum of 3 
percent cash in addition to a 2 percent working capital equity. This 
has tended to increase the total cash required from a member of a co- 
operative over and above that required under section 203. <A pur- 
chaser of a home financed under 203 need pay only 3 percent cash. A 
member of a cooperative must not only pay that 3 percent, but must 
also contribute a 2 percent working capital fund, and we believe that 
in those cases where a builder is able to effect economies and to offer 
the house at a reduced sale price, just so long as it is for no less than 
the amount of the mortgage, the consumer should have the benefit of 
being able to purchase a house with less cash requirement, and we 
ask your indulgence on that point, sir. 
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The third proposal was the question of special assistance funds for 
FNMA. Your proposed bill provides for a $75 million fund to be 
Sempre immediately, and an additional $75 million as of next 
July 1, and that fund, the way it has-been worded, has been limited 
to consumer-sponsored cooperatives. We request that the restriction 
as to consumer sponsored be'eliminated in order that builder-sponsored 
cooperatives may also have the benefits of that facility, because it is 
the builder-sponsored housing that is possible in the price class we 
speak of by way of these photographs. 

You will notice from our summary that we have requested the 
committee’s consideration of $100 million a year for 5 years for this 
special assistance fund. I might further add, since my business is 
that of mortgage financing, sir, and we have offices located in Los 
Angeles, San Francisco, Phoenix, and Miami, and we are quite ex- 
perienced in this type of financing, but we would like to make it clear 
to the committee that FNMA special assistance funds have not served 
as a crutch and a necessary aid on a continuous basis in order to make 
the 213 program survive. 

We need it as an assist in the same way that the $1 billion fund 
supplied to special assistance No. 10 for VA and FHA 203 loans last 
year and the one-half billion dollars that you are asking for this 
year, to carry us over those tight periods of the money market when 
the interest rates that all mortgages bear under the ceilings have made 
them unattractive to the investor. In other words, we are saying that 
we need the aid to carry us over tight money periods and in order for 
a builder to plan on a stabilized program throughout the year. 

We further ask, sir, that you consider under the special assistance 
program No. 10, where you provided that $1 billion last year and this 
new one-half billion dollars that section 213 sales type, where the 
loan does not exceed $13,500 per unit, also be allowed to enjoy the 
benefits of that special assistance program No. 10. We are not clear, 
frankly, whether it was the committee’s intention to limit that facility 
to only section 203 and VA, but we feel that so long as we can meet 
the maximum ceiling prescribed under that program, that we should 
gain the benefit under the sales-type program. 

The next proposal, sir, was the —- of the limitation or the 
requirement, I should say, of presale of 51 percent of the members 
of a cooperative before the project may commence construction where 
it involves insurance upon completion. 

Now, under the 213 program a builder may have either an insured 
construction loan where he would require a 90 percent presale re- 
quirement or a 51 percent presale requirement where it is insurance 
on completion, within those cases the requirement that there be 100 
percent sales at time of completion and before the FHA endorses the 
note.: Since there is absolutely no risk on the part of the FHA in- 
volved, on insurance upon completion, we ask that the 5114 percent 
presale requirement be eliminated. 

Now, this is, frankly, an administrative matter, but we feel it 
might be necessary to correct it through this committee, this restric- 
tion imposed by the Administrator of the Federal housing regula- 
tions. Sir, that moog weg my testimony, and I would be glad to an- 
swer any questions that the committee may be disposed to ask. 
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Mr. Ratns. If we had more time we would ask a few questions. A 
great amount of what you have gone over the committee fully under- 
stands, That situation about 213’s being eligible under program 10, 
that was really FNMA’s administrative ruling, because that par- 
ticular ruli idn’t even get to the committee. We just jerked it off 
the floor in both Houses and passed it through. I see no reason why 
that type 213’s should not be eligible, just the same as the other. 

Mr. Srattrorp. Perhaps, sir, if that might be included in your com- 
mittee’s report, it might spell out for FNMA exactly what the intent 
of Congress was. They had taken the position, since there had been 
a Special Assistance Fund No. 6 set aside for 213, that you did not 
intend to include 213’s under special assistance program No, 10. 

Mr. Ratns. They would like it restricted. Of course, we will look 
into that, I assure you. 

Mr. Stauirorp. Thank you very much. 

Mr. Rarns. It is very nice to have you appear before us, and we re- 
gret to have kept you so late on Saturday. 

Mr. Stauirorp. That is perfectly all right. 

Mr. Ratns. I want to express my appreciation to Mrs. Sullivan for 
staying with me. 

e meet at 10 o’clock Monday morning. 

(Whereupon, at 12:40 p.m., the subcommittee adjourned, to recon- 

vene Monday, February 2, 1959, at 10 a.m.) 
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MONDAY, FEBRUARY 2, 1959 


House or REPRESENTATIVES, 
SuBcCOMMITTEE ON HovusiNG OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 


The subcommittee met, pursuant to adjournment, at 10 a.m., Hon. 
Albert Rains, chairman of the subcommittee, presiding. 

Present: Messrs. Rains (presiding), Addonizio, Barrett, Mrs. Sul- 
livan, Mrs. Dwyer, Messrs. Widnall and Derwinski. 

Mr. Rarns. The committee will please be in order. 

The first witness is the National Association of Home Builders, 
headed by Mr. Carl T. Mitnick, president. With him is Mr. Martin 
Bartling, first vice president, and Mr. Herbert Colton, general counsel. 

Come around, gentlemen. We are delighted to have you gentle- 
men with us this morning. I am quite sure you are not going 
through all of these details that you have in your statement. The 
whole statement may be included in the record, and you may proceed 
as you see fit. 


STATEMENT OF CARL T. MITNICK, PRESIDENT, NATIONAL ASSO- 
CIATION OF HOME BUILDERS, ACCOMPANIED BY MARTIN BART- 
LING, FIRST VICE PRESIDENT, AND HERBERT COLTON, GENERAL 
COUNSEL 


Mr. Mirnicx. Just the first eight pages, Congressman. 

Mr. Rarns. All right. 

Mr. Mirnicx. My name is Carl T. Mitnick. I would like to in- 
troduce to you Martin Bartling, our first vice president and legis- 
lative chairman, and Herbert Colton, our general counsel. 

Mr. Rarns. We are glad to have both of you. 

Mr, Mirnick. I build homes in the southern New Jersey area, and 
appear before you today as president of the National Association of 

ome Builders for the current year. 

For the record, the National Association of Home Builders is the 
trade association representing the home building industry. Our 
membership totals somewhat more than 40,000 grouped in 308 af- 
filiated State and local home builders associations. About 10 days 
ago we concluded our annual convention at which the association’s 
policy on legislation and other matters was determined by our board 
of directors of 523 men. They acted upon reports from committees 
designated to study and present recommendations on various special- 
ized subjects. 
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In order to save time, attached at the end of this statement is a 
tabulation of our position on pertinent legislative proposals. 

I believe you are familiar with these views as they pertain to H.R. 
2357 and related bills. Our recommendations on most of the items 
covered by this proposed legislation were presented to you last sum- 
mer at your hearings on the proposed Housing Act of 1958. 

Before discussing the legislation before you, I would like to review 
briefly the facts with respect to construction of new housing during 
the year just closed. 

e béliovs 1958 provides a dramatic illustration of what can be 
done in homebuilding with an adequate flow of mortgage credit at 
reasonable terms. New housing production for the year totaled ap- 
proximately 1,200,000 and, at the end of the year, was running at 
the adjusted annual rate of approximately 1,400,000. 

Even more significant, however, was the contrast between volume 
and median price of private single family homes for 1958 as com- 

ared to 1957. According to NAHB’s survey, production of single 

amily homes rose in 1958 to more than 925,000 while the median 
rice dropped to $13,900, compared to 840,000 and a median price of 
815,100 in the previous year. 

We attribute this directly to the availability of mortgage money, 
in good part as a result of your action in the Congress in passing the 
Emergency Housing Act of 1958. Since mortgage money was avail- 
able, the industry was able to concentrate its energies directly upon 
the production of lower cost housing and to accelerate its reseach for 
the development of better materials and designs for this purpose. 

Homebuilding will not continue to contribute to the economy in 
1959 at the same rate, however, unless there is the continued avail- 
ability of mortgage money. A crucial factor in this can be the pre 
posal approved in the Veterans’ Affairs Committee last week to 
permit the interest rate upon GI loans to rise to 514 percent, the 
same rate presently carried by FHA’s, and to remove the existing 
one-half of 1 percent differential between the two. If finally enacted 
by Congress, this bill should permit GI loans successfully to compete 
for funds in today’s investment market. We certainly support the 
oma the Veterans’ Affairs Committee and urge early approval of 
this bill. 

If, as we expect, such action makes mortgage credit available for 
the GI segment of the market, it is our opinion that the homebuildin 
industry can match 1958’s record. Very possibly it can attain a leve 
of 1,400,000 starts. We are convinced that this rate of production is 
a necessity if we are to meet the needs of a dynamically expanding 
America. On the other hand, however, if the GI loan is not made 
workable and present financing trends should go further toward a 
tightening of the money market, then these necessarily optimistic 
goals can certainly not be attained. 

It is the overwhelming consensus of homebuilders that we cannot 
expect to maintain last year’s homebuilding pace without adequate 
financing. As evidence of this, I have attached to my statement a 
copy of the “Survey of NAHB’s Builders Economic Council for 
December 1958.” This gives the views of some 449 selected typical 
builders upon whom our economics department relies for internal and 
accurate information on the industry. Also attached is a summary 
of our annual builders intentions conference held in December. 
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‘ These opinions were further confirmed by discussions at our re- 
cently concluded annual convention where builders typically reported 
that they are still working on a backlog of commitments obtained 
last summer—when financing was more readily available and less 
expensive. But, they state, during the last few months GI loan com- 
mitments have become as difficult and as expensive to obtain as in 
the recession year of 1957. It is this condition which we hope will be 
relieved by the proposed rise in the GI interest rate which I have 
already referred to. 

I have previously mentioned the table attached to this statement 
setting forth this association’s position on a series of legislative- 
matters of interest to you and covering items in pending bills. At 
pages 483-518 of the hearings on the Housing Act of 1958 before this 
committee in July 1958, we submitted considerable material in detail 
which further expresses our views. Because I appreciate the time 
limits imposed on these committee hearings, I will therefore shorten 
this statement and touch on only those items which seem to us to 
warrant special attention. 

I particularly want to emphasize that we support provisions of 
H.R. 2357, (a) which lower FHA required downpayments, (0) 
which increase the maximum mortgage amount under section 203, 
and (c) which permit the extension of the mortgage term. 

Mr. Rarns. Under that particular provision is there any danger in 
the amount of the downpayment ak the size of the mortgage, that 
there could be a mortgaging out completely under it? In other 
words, what I am saying is, even under this provision there would 
still be equity in it on the part of the purchaser. I am asking this 
for the record. I have my own ideas. 

Mr. Cotron. Are you asking me that question, sir? 

Mr. Rarns. Yes, I am asking if in any of these liberalizations of 
FHA, as you have observed them, such as in H.R. 2357, which is very 
close to the bill of last year, is there any mortgaging out in any of 
the liberalizations of those provisions? 

Mr. Corton. No, I don’t see what difference the amount of the 
mortgage on a house would make with respect to mortgaging out. 
There is still an amount of equity acquired by the purchaser and, of 
course, in either case the builder of the house gets exactly the same 
amount. 

Mr. Ratns. You may proceed. 

Mr. Mrrnicx. Our own proposals differ only in degree of change. 

On lower downpayments, we suggest that the committee consider 
lowering from 15 percent to 10 percent the downpayment required be- 
tween $13,500 of value and $20,000 (instead of $18,000 as in H.R. 
2357) and lowering to 25 percent the downpayment on value in excess 
of $20,000. With respect to maximum maturity, we recommend an 
extension to 40 years while the bill proposes 35 years. And incident- 
ally, I believe the committee should also extend the VA loans to 35 
or 40 years, if the FHA term is so extended. 


It would be a disruptive factor in the market if one program had 
a permitted term longer than the other. Frankly, I beleve that all 
you would gain you would lose, unless the Va would have the same 
term. In other words, if you make it 35 years for the FHA, cer- 
tainly the VA should be the same. 
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Mr. Rats. Of course, Mr. Mitnick, we don’t have that bill under 
our jurisdiction, so we couldn’t make that change anyway. That 
would have to be done by another committee. 

Mr. Mirnicx. I thought maybe you would want to amend your 
bill. I think all we might gain would be lost if the FHA term were 
longer than the VA term. 

Mr. Rats. We can’t amend that bill in this committee. It might 
be done on the floor. 

Mr. Barrett. Mr. Chairman. 

Mr. Rarns. Mr. Barrett. 

Mr. Barrerr. As a matter of record, what advantages do you see in 
extending it from 35 to 40 years? 

Mr. Mirnicx. It will give more people more opportunities to buy 
homes. In other words, a lot of people can’t qualify. We are con- 
stantly trying to provide homes for people of lower incomes, and with 
the extended term we can certainly do this. We have a full analysis, 
Congressman Barrett, on this. That is in last year’s testimony. 

Mr. Barrett. That is the advantage, giving more people an oppor- 
tunity to buy better homes ? 

Mr. Mrrnicx. That is correct. 

The Committee suggests an increase from $20,000 to $25,000 for 
one- and two-family homes under section 203 where as we advocate a 
maximum of $30,000. 


FHA INSURANCE AUTHORIZATION 


We support the proposal to give FHA an unlimited insurance 
authority. In the event, however, the Congress sees fit to increase 
but still limit this authority, then we suggest that it consider a further 
provision. We suggest an amendment which would permit FHA—in 
the event its insurance authority is exhausted while Racahees is not in 
session—to continue to insure loans until Congress convenes and has 
an opportunity to act. This would provide whatever control the 
Congress may deem appropriate while preeluding any possibility of 
interruption to FHA’s vital work between congressional sessions. 


ELDERLY FAMILY HOUSING 


I can claim some personal knowledge of home production for elderly 
families, having built over a thousand homes of that type. We are 
encouraged by the interest in this subject on the part of this committee 
and the committee on the Senate side. We regret that we cannot sup- 
port the proposal in title IT of H.R. 2357 which would in effect provide 
for this purpose a direct loan program similar to college housing loans, 
We believe that production of homes to meet this need will go forward 
more quickly and efficiently if the facilities and energies of private 
industry are properly utilized. 

We, therefore, urge serious consideration for substitution of the 

rovisions of title II of S. 57 now under consideration before the 
enate Banking and Currency Committee. Let me point up to you a 
few of the differences. Under title II of H.R. 2357, the program 
would be available only for private, nonprofit corporations. In the 
Senate proposal, it would be available for both profit and nonprofit 
organizations. In H.R. 2357 the program would require Treasury 
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funds up to $200 million. In the Senate provision private funds 
insured * FHA would be used. We believe that the history of 
housing legislation in this country has conclusively demonstrated that 
a workable program using private financing and the enterprise and 
resourcefulness of the building industry operating in a profit-and-loss 
economy will produce greater results more quiekiy than a program 
depending on Federal appropriations. 


FNMA AMENDMENTS 


Over a period of 3 years, as members of this committee may recall, 
we have presented in some detail a series of amendments to the Fed- 
eral National Mortgage Association looking toward the creation of 
a more effective central mortgage reserve facility. This has been 
given various names and is identified in some quarters as a central 
mortgage bank. The hearings in 1955 and the reports in 1956 of the 
Subcommittee on Housing of this committee in large measure have 
served as the foundation upon which current consideration is being 
given to further legislation. 

We are convinced that the general objectives should be along the 
following lines: 

1. First, FNMA should be recognized as a Government agency for 
the stabilization of mortgage credit rather than a potential private 
corporation required to be operated for profit. 

2. FNMA should be authorized to accumulate and hold a long-term 
mortgage portfolio against which it should issue its obligations of 
varying maturities. 

3. FNMA’s authority should be increased to sell its securities to the 
investing public. 

4. FNMA should be authorized to make short-term loans against 
the collateral of insured and guaranteed mortgages. 

5. A real and functioning directorate should be provided. 

6. FNMA should be granted authority to set FHA and VA interest 
rates since its ability to function depends upon a reasonable differen- 
tial between its income from mortgages and the interest it must pay to 
sell its securities in the capital market. 

We are hopeful that later in the year the committee or a Subcom- 
mittee on Housing will provide a more complete opportunity for pres- 
entation of detailed testimony on this fundamentally important mat- 
ter. Inthe meanwhile, we are pleased to note that the first and fourth 
objectives are covered respectively by section 302 and section 304 of 
H.R. 2357. 


FNMA SPECIAL ASSISTANCE 


Last week in my testimony before the Senate Banking and Currency 
Committee I presented the view of the National Association of Home 
Builders that unless a marketable GI loan interest rate was permitted 
we had no alternative, in view of the renewed tightness in the money 
market, but to urge that the Congress again provide to FNMA—as 
it did in the Emergency Housing Act of 1958—at least $1 billion 
for purchase of FHA and GI loans under what was known as FNMA 
program 10. 

If legislation is quickly enacted carrying into effect the recent 
action of the Veterans’ Affairs Committee, there will be no immediate 
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necessity for such emergency action. At present, the market for 
loans at 514 percent interest rate does not seem to require the pro- 
vision of special assistance, particularly in view of the support given 
the market, at a reasonable level, by FNMA’s secondary market 
program. 

Under the existing situation, therefore, we cannot urge renewal of 
program 10. The committee might wish to consider providing a 
special assistance fund on a standby basis for use only in the event 
that either (1) the expected GI loans increase is not finally enacted 
or that (2) future money market conditions are allowed to deteriorate 
so seriously that emergency action of this nature is again needed in 
the mortgage market. Let me emphasize again that if Congress does 
not enact a 514-percent ceiling rate for the VA program, then in our 
view there is no alternative but to provide $1 billion for the FNMA 
special assistance program 10 for low-cost housing construction. 

Knowing the time limitations within which this committee must 
operate, we have considerably shortened our testimony. Once again 
I should like to call the committee’s attention to attachment A of 
my statement, in which is set forth a complete list of our industry’s 
position with respect to the many proposals for legislative change 
in the programs of FHA, FNMA, VA, public housing, urban re- 
newal, and other Federal programs. Also, I should like to present 
for inclusion in the record as part of this statement the complete 
text of the policy statement for 1959 adopted by the board of directors 
of NAHB at our convention last week. 

I want to thank you very much for the courtesy and attention which 
you have given us this morning. We will be happy to answer any 
questions. 

(The attachments referred to in the above statement are as 
follows :) 

ATTACHMENT A 


Position of National Association of Home Builders on legislative proposals affect- 
ing housing* 


SUBJECT NAHB RECOMMENDS 
A. FHA: 

1. Maximum mortgage_-.--..._-. An increase to $30,000 for 1- and 2- 
family homes (sec. 102, H.R. 2357; sec. 
104, H.R. 3319). 

2. Extension of mortgage term _._-_. A 40-year term (sec. 102(b), H.R. 
2357). 

3. Lower downpayment schedule____ Three percent on first $13,500 of 
value, 10 percent on next $6,500, and 25 
percent on value above $20,000 (sec. 102, 
H.R. 2357). 

4. Lower premium That FHA be given authority to lower 





premium to % of 1 percent if war- 
ranted (sec. 102(d), H.R. 2357). 


ee site possible, notations have been coordinated with the sections of H.R. 2357 and 
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Position of National Association of Home Builders on legislative proposals affect- 
ing housing—Continued 


SUBJECT 
5. Trade-in housing 





6. Low-cost housing (sec. 208(i))--- 


7. Servicemen’s housing 





8. Rental housing: 
(a) Maximum mortgage 
limits. 


(b) Cost certification.__...___ 


9. Low-cost relocation housing (sec. 
221). 


10. Military family housing program_ 


11. Elderly family housing... __ 


12. Off-base military housing__.___~~_ 


B. FNMA: 
1. Secondary market functions: 
(a) Purchase limit-._--..-.___- 


(b) Rediscounting of FHA-VA 
mortgages. 


NAHB RECOMMENDS 


That FHA be permitted to insure a 
loan on a trade-in house in the name of 
the builder in the full amount now avail- 
able to an owner occupant—eliminating 
one set of closing costs. Fifteen percent 
of the loan would be held in escrow un- 
til the builder resells the traded-in 
house. If the house is not sold at the 
end of an 18-month period, the escrowed 
funds would be applied against the 
mortgage (sec. 102(c), H.R. 2357; sec. 
104, H.R. 3319). 

An increase in the maximum mort- 
gage to $9,000 and that sec. 203(i) be 
extended to cover existing housing (sec. 
108, H.R. 2357). 

That the mortgage amount of section 
222, Servicemen’s Housing, be increased 
to $20,000 and that sec. 203(i), low- 
cost suburban housing, be included in 
provisions of section 222 (sec. 112, H.R. 
2357). 


That the mortgage amount limits per 
unit and per room be increased (secs. 
104, 105, and 109, H.R. 2357). 

That the cost-certification formula be 
simplified to require that only excess 
mortgage proceeds over the certified 
costs be returned to the mortgage prin- 
cipal. 

That the maximum mortgage be in- 
creased to $10,000 ($12,000 for high- 
cost areas) and that the rental provi- 
sions be extended to profit corporations 
(secs. 110, 111, H.R. 2357). 

That Congress require the armed 
services to use greatest care in deter- 
mining the need for off-base housing be- 
fore giving final approval to Capehart 
projects. The armed services should be 
required to certify that it is impossible 
in the geographical area to obtain con- 
struction of military family housing 
through the off-base program recom- 
mended below. 

A new FHA rental housing program 
for profit corporations similar to that 
now available for nonprofit corporations 
- aaa (sec. 201, title II, S. 

That off-base sale or rental pro- 
gramed housing plan be developed sim- 
ilar to old title IX (sec. 602, S. 57). 


That the FNMA purchase limit be 
increased to $20,000 (sec. 301, H.R. 
2357). 

That FNMA be given discretionary 
power to make loans upon FHA-VA 
mortgages (sec. 304 H.R. 2357). 
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Position of National Association of Home Builders on legislative proposals affect- 
ing housing—Continued 


SUBJECT NAHB RECOMMENDS 


2. Special assistance functions: 

(a) Program No. 10_.-...----- That until the VA interest rate is 
allowed parity with the FHA interest 
rate Congress should grant an addi- 
tional authorization of at least $1 bil- 
lion for par purchase of FHA-VA low- 
cost mortgages under special assistance 
program No. 10 (sec. 303(d), H.R. 
2357). 

(b) Mortgage amount—program That the mortgage amount be in- 

No. 10. creased by $1,000 for high-cost areas. 

(c) Extension of par purchase Favor extension (sec. 303(b), H.R. 

for all special-assistance 2357). 
programs. 

C. GI home loan program—interest That the % percent differential 

rate. between FHA-VA interest rates be re- 
moved and that the VA interest rate 
be made flexible under the same pro- 
visions governing the FHA interest 
rate. 

D. Central mortgage facility__.__.__ That as soon as possible Congress 
pass legislation creating a central mort- 
gage reserve facility which will provide 
a constant source of funds available for 
mortgage investment regardless of the 
fluctuations in supply of money due to 
monetary controls. 

EB. Public housing... iaiiiccci That no new public housing be au- 
thorized. That the Housing Act should 
be amended to provide for a local ref- 
erendum on the construction of every 
public housing project. Also, the Fed- 
eral PHA should not be curtailed in its 
authority to approve annual budgets 
and tenant qualification requirements 
of local housing agencies. 

w. ree Semen... 2 ists That a high rate of capital grant 
funds be continued for the urban re- 
newal program (sec. 403, H.R. 2357; 
sec. 305, H.R. 3319). 

G. FHA-VA authorization__.__-.--- That the Congress provide for ample 
authorization for both the FHA and 
VA home loan guarantee programs. The 
housing industry should not be faced 
with the disrupting effects of periodic 
exhaustion of available authorizations 
for these programs (sec. 107, H.R. 
2357 ; sec. 102(d), H.R. 3319). 


ATTACHMENT B 


HOUSING STARTS RATE REACHES 4-YEAR RECORD 


Private housing starts, on a seasonally adjusted basis, rose to an annual rate 
of 1,430,000 in December. This was the 10th consecutive month to show an 
increase and in this period the rate has jumped 56 percent—half a million units. 

In actual number, 89,500 private units were put under construction in Decem- 
ber, a gain of 43 percent over the same month a year ago. In addition, 1,500 
publicly owned units were started making a total of 91,000 in the latest month. 
This total was two-fifths above the year-ago level and the largest number in any 
December on record. 
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Altogether, 1,197,700 nonfarm units were started in 1958, a gain of 15 percent 
over 1957. Public starts, 67,100, were 37 percent above the year before with 
most of the increase in Capehart housing which made up about half of the 1958 
volume. Private starts, 1,130,600 were up 14 percent with three-fourths of the 
gain in the FHA-VA sector. Actually, as the table on the following page shows, 
starts under VA inspection fell short of the 1957 total despite the rapid rise 
during the year. However, there was an increase in starts covered by both 
FHA applications and VA appraisal requests and these are reported only as 


| FHA starts. Taken together, there were 397,500 FHA and VA starts in 1958, 








an increase of 100,800 over the year before. Conventional and all-cash starts, 
at 733,100, were up 37,000 units. 

While the rate of housing starts showed a substantial gain in the latest month, 
there are indications that the current homebuilding upsurge may be about 
at its peak. As the accompanying chart shows, the seasonally adjusted annual 
rate of FHA new-home applications, at 367,000 in December, was down one-fifth 
from the September high, and the annual rate of VA appraisal requests for 
proposed homes, 235,000, was down one-fourth from September. However, these 
rates are still well above year-ago levels—new homes in FHA applications were 
69 percent above December 1957 and proposed homes in VA appraisal requests 
were up 324 percent. 
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Number Percent Percent change from a 
change year ago 
Item December 
from 
December | 12 months | N ne December | 12 months 
58 
1, 197, 700 —ll1 +44 +15 
1, 130, 600 —l1 +43 +14 
67, 100 —25 +67 +37 
Bi teadantaed +8 oe es 
295, 400 —3 +76 +75 
102, 100 —18 +95 —-% | 
733, 100 —12 +27 +5 
Proposed units in—All FHA applications_ 26, 202 434, 075 +1 +57 +63 
Home applications. ___........_..____- 22, 965 341, 703 +3 +69 +72 
Project applications. ..............._.. 3, 237 92, 372 —13 +6 +37 
VA appraisal requests. ....----..--.----.-- 14, 794 234, 236 —3 +324 +47 
Existing units in—all FHA applications. -- 32, 226 546, 139 -5 +79 +99 
Home applications. -............-.-.-- 32, 226 546, 045 —5 +79 +99 
Projection applications. ............... 0 94 0 0 —65 
VA appraisal requests. ..................-- 6, 315 105, 066 —l1 +311 +13 














1 Capehart housing is included in public starts, not included in FHA starts. 


ATTACHMENT C 


Economic News Notes: SuRVEY OF THE NAHB Bumpers EcONoMIC COUNCIL, 
: DECEMBER 1958 


Economics department: Nathaniel H. Rogg, director; Ken Burrows, assistant 


director 
Highlights 


The homebuilding industry looks to 1959 with wary optimism. Housing starts 
are expected to show a modest gain over 1958, with a little over half of the re- 
porting builders predicting increases, while two-fifths expect no change. Median 
forecast, 5 percent increase. 

These predictions in many cases were qualified by uncertainties on two counts: 
(1) availability of mortgage money on reasonable terms, particularly for VA 
loans; (2) both the timing and the nature of new Federal legislation in the com- 
ing session of Congress. In one area, there was no uncertainty—four-fifths of 
the builders predict higher costs for materials, labor, and land. 

On the other hand, builders generally seem confident of the demand for new 
homes—two-fifths say the current sales market for new homes is good and one- 
half say it is fair. Looking ahead to next year, a majority expect improvement, 
with the greatest strength in the market for low-priced homes. 

Weighing these problems, doubts, and improvements, the reporting builders 
plan a substantial increase in their own starts—from a total of 38,600 in 1958 to 
51,200 in 1959, a gain of one-third. Moreover, despite the fact that a majority 
anticipate higher costs, the median sales price planned for next year—$13,900— 
is the same as in 1958 and lower than in 1956-57. 

The Fourth Annual Builders Intentions Conference, held at the National Hous- 
ing Center on December 9, brought together about 40 leading homebuilders from 
all parts of the country for a discussion in more detail of the same questions 
used in this survey. The views expressed at this meeting were in close agree- 
ment with the results of the survey—typically, it was forecast that housing 
starts in 1959 would exceed the 1958 total by 5 percent. However, it was 
emphasized that much depends on prompt congressional action and develop- 
ments in the mortgage market. 


NATIONAL STARTS TRENDS 


A guarded optimism prevails among homebuilders as they look to the 1959 
building season. Altogether, 53 percent expect housing starts in 1959 to top the 
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1958 total, while 42 percent expect no change and 5 percent anticipate a decline. 
The median forecast of the reporting builders is a 5 percent increase over the 
1958 total (of 1.2 million). Most of the estimates were relatively conservative— 
9 out of 10 fell within a range of plus or minus 10 percent. 

The builders are somewhat less optimistic about the trend during the year, 
although on balance it is expected housing starts in the second half of 1959 will 
be higher than in the first half. This is the forecast of 38 percent of the build- 
ers, while 47 percent look for no change and 15 percent forecast a decline during 
the year. 

LOCAL MARKET CONDITIONS AND OUTLOOK 


Starts trends 


Although many builders expect the starts trend in their own communities to 
be different from the national trend, the overall pattern is the same. Fifty-four 
percent say that 1959 housing starts in their areas will be above 1958, while 38 
percent expect no change, and 8 percent foresee declines. As in the case of the 
national starts estimates, the median forecast is a 5 percent increase. There 
was a considerable grouping of the estimates at round figures; as noted, 38 per- 
cent expect no change, while one-fourth predict a 10 percent increase, and one- 
tenth predict a 5 percent gain (the median forecast). 

The greatest increase in starts is expected to be in low-priced sales housing, 
for which 60 percent of the builders predict increases. This is 10 times as many 
as predict declines. In the case of medium-priced homes 45 percent anticipate 
higher production, nearly four times as many as look for declines. In the case 
of high-priced homes, however, the number who look for gains, 27 percent, was 
equaled by the number who foresee cutbacks. Some increase in rental housing 
construction is indicated by the fact that twice as many builders expect in- 
creases (32 percent) as expect reductions. 


1959 housing starts compared to 1958 














Percent of builders reporting 
Type of housing 
Total Increase | Nochange| Decrease 

nn) ONIN WORT oss ncdocn caste ccdicéuccetioucccuus 100 54 38 8 
Sales housing: 

SRNR d nts cccnekieud auansnbakanbenebendekiweten 100 60 31 10 

EE SION o Didesaddchawdsddetashneensabbanses 100 45 43 12 

RE i eS ae et 100 27 45 28 
EE AIS eae Le Oe a Cee 100 32 53 15 














Regionally, there is a striking uniformity in the proportion of builders who 
anticipate increases in overall starts in their communities. This proportion 
varies only from 51 to 55 percent in the six regions shown in the table below. 
However, a reading of the proportions of builders who look for declines suggests 
that the least optimism is found in the mid-Atlantic area, the greatest, in the 
West. 


Estimated 1959 housing starts compared to 1958 (by region) 

















Percent of builders reporting 
Region 
Total Increase | No change| Decrease 
U.S. total... eccenenedadvenen 100 54 38 8 
ERASE SERRA ST trae TSS Fearne ies 100 55 37 8 
IIS. «da. sa di rc cas cota rs adaigeeietviinsinans asthe maa ciple 100 53 28 19 
EN inh nth dguctsustdehatcetiudacesaseeeindeas 100 51 40 9 
NOR. ia cicabticdbaridactpedthocnnndtnetcasticd 100 55 39 6 
EERE aon 100 55 38 7 
SLs tinicuchanchoarncahiamae " 100 55 43 2 




















oe composition of regions and number of builders reporting from each region, see “‘A Note on 
ethod,”’ p. 9. 
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Housing demand 

The majority of builders feel that current housing demand will support a 
high level of starts. In rating their own communities, 43 percent said that 
housing demand was good and 50 percent considered it fair, while only 7 percent 
reported demand to be poor. Regionally, the greatest confidence was shown 
in the West, but in no section of the country did more than about one-tenth 
of the reporting builders consider the market poor, as the table on the following 
page shows. 

Condition of current sales market for new homes 

















Percent of builders reporting 
Region 
Total Good Fair Poor 
a te LE SE Rael le A TE aE On at oe 100 43 50 7 
Dk kb wdscGckcc cud dscesduduedischasinctedddinscs 100 34 55 ll 
EN oss bsp atiseiddn eid editidcdncn dense sicnscodes 100 44 52 4 
et ir aR PEE 100 53 38 g 
a on lishing inten Seals ec anal mle as 100 28 61 1l 
NIIIEN. dedadiecatacedsdsdisvecude cinwesdediecnnsce~ 100 41 56 8 
rae eet Grenees Sek bh otek cagde hs ona teh hs ao did d ~ deen 100 61 35 3 











Confirming these reports, a majority of builders said that there are fewer 
unsold new homes on the market now than there were a year ago. Altogether, 
54 percent reported a smaller number and 30 percent said that unsold homes 
equaled the year-ago level. The remaining 16 percent reported increases. 

Improvement in the new home market is indicated by the fact that 54 percent 
of the respondents expect demand to be better in 1959 than in 1958, while only 
4 percent think it will be worse. As in the forecast of starts (shown above), the 
greatest strength is in the market for low-priced homes—65 percent look for 
increased demand for low-priced homes compared to 44 percent who expect 
improvement in the market for medium-priced homes and 25 percent who expect 
improvement in the demand for high-priced homes. 


Expected demand for housing in 1959 compared with 1958 by sales price group 




















Percent of builders reporting 
Price group ;' 
Total Better Same Worse 
I TUN a gi ss Seite oneness 100 54 42 | 4 
os eens within ampinion 100 65 31 4 
ee cc nabanenenrensares 100 44 47 G 
EEE ae ee ee 100 25 49 | % 








All parts of the country will share in the improvement in housing demand. 
The proportion of builders forecasting a better market range from 50 percent 
in the north central area to 62 percent in the Northeast, as the following table 
shows. 


Expected demand for housing in 1959 compared with 1958, by region 





Percent of builders reporting 














| 
Region le 
| 
| Total | Better | Same | Worse 
| | 
(STE RE hy O08 RT aE oe | eet ae 100 | 54 42 4 
Beg ahi cna aseuiied Disacknenwannin 100 | 62 38 0 
EE Miiniecscanbabberensenemes iMeasasonudeesh 100 53 33 13 
Southeast ____..- as 100 52 43 | 5 
North Central--- 100 50 44 | 6 
Southwest. ---..- - 100 57 42 1 
Ne ere ree ca ane Racine mmawemanaibanis 100 | 54 44 2 
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Outlook for costs 

Higher costs were widely predicted by the reporting builders. Four-fifths 
of the respondents said that materials, labor, and land would cost more in 1959 
than in 1958. In fact, not 1 of the 450 reporting builders expected his materials’ 
costs to be lower in the coming building season. In addition, two-thirds expect 
financing costs to be higher and 53 percent anticipate increased sales expense. 


Expected 1959 costs compared with 1958 





Percent of builders reporting 





Total Higher Same Lower 





I. <i dacs iabelaiguiahice nila weld bh dikdie om a uaiiaieienaaaiebinain teal 100 79 21 

Di cmwdead dhbodeetedathbobuWdaiod an web ddbhide db mdb tle babvod 100 84 15 (4) 

iid ells ch ba gh dindo nnmabndde tla wget inqeccdusiesmarenqeas 100 82 17 (’) 
| PRR ESE eae RO ER. busier ee Sete RA Awe SEE, 100 68 31 1 
BENS ORIPONID 000. - cc ccw ws cnssocsotccencecssaciedsctuutdeottaids 100 53 47 (1) 














1 Less than 0.5 percent. 
Money market prospects 

The survey did not include questions on current mortgage market conditions. 
However, this background is provided by the builders intentions conference 
where it was discussed at some length. In general, the builders at that confer- 
ence reported considerable tightening in recent months and in some cases, the 
virtual disappearance of funds for VA home loans. Reported mortgage prices 
for minimum downpayment FHA loans ranged from par in a few places in the 
Northeast and mid-Atlantic area to discounts of 2 percent in such areas as New 
Jersey, Pennsylvania, and Indiana; 3 to 4 percent in Virginia and Kentucky, 
North Carolina, and Texas; and 5 percent in Kansas and Washington. The 
prices of VA loans run 4 to 5 points below FHA and in some areas, funds for 
these loans were practically unobtainable. 

The survey found that builders are generally pessimistic about mortgage 
market prospects in 1959. Compared to conditions at the time of the survey, 
December 1958, three-fourths of the respondents expect the market for VA 
loans to be tighter in 1959, while nearly one-half of the builders anticipate a 
tighter market for FHA loans. Least concern was shown over conventional 
financing with 21 percent predicting this will be tighter in 1959. 


Expected mortgage market conditions in 1959 compared with December 1958 (by type 
of mortgage) 





Percent of builders reporting 
Type of mortgage 





Total Tighter Same Easier 





RUBE SS Sa Bape be Oe £8 ere Beye Sees © Ae eS Ieee Tete 100 51 42 7 
Ne dtl ddhnbakhhadehcahiodds tetbbnbedhnenghueeddaseisamuted 100 7 22 5 

od cee decid ete Sutshs thank hhdseenapeppeeiieen abd 100 47 41 12 
SEL, 4.» co thnigipieddaadibune seunckenneeceheununsme 100 21 67 12 














Taking the mortgage market as a whole, 51 percent of the reporting builders 
expect a tighter condition in 1959 than at the time of the survey, while 7 percent 
look for easing. Regionally, the proportion of builders forecasting tighter mort- 
gage market conditions ranged from 44 percent in the Northeast to 54 percent 
in the north central area. 
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Expected overall mortgage market conditions in 1959 compared with December 1958 
(by region) 





(Percent of builders reporting) 





Total Tighter Same Easier 











100 51 42 7 
100 44 51 5 
100 46 46 9 
100 53 37 9 
100 54 40 6 
100 49 38 13 
100 52 46 2 




















It should be kept in mind that mortgage market conditions are not likely to 
be uniform throughout 1959. In particular, many builders, both in the survey 
and at the builders intentions conference, emphasized that their views were 
contingent in part on new legislation. 


BUILDERS OWN OPERATIONS 
Volume and prices 
The reporting builders plan substantial increases in their own operations. 
Three-fourths expect to build a larger number of homes in 1959 than they did 
in 1958, while 13 percent plan no change and 13 percent expect to cut back. 


Number of housing starts by reporting builders (sales housing only) 


























Number of units 1959, percent 
Price bracket increase 
from 1958 
1958 1959 

AERIS EELS CCE SS C2 Ee eee oe ee 38, 566 51, 181 33 
I st cmairiiaine 3, 211 4, 764 48 
$10,000 to $12,499 hs 2 7, 900 10, 655 35 
$12,500 to $13,499 6, 740 7,774 15 
$13,500 to $14,999 5, 276 8, 272 57 
$15,000 to $17,499 6, 539 8, 896 36 
$17,500 to $19,999 3, 787 4,951 31 
$21,000 to $24,999 : 3, 090 3, 577 16 
i siccnnt Lanbenen mnennmbaasiendss~aeece 2, 023 2, 292 13 





About 5 percent of the reporting builders, with total starts of 1,683 in 1958, 
were unable to estimate their 1959 production, and are not included in the above 
figures. In addition, the reporting builders started 2,067 rental units in 1958, 
planned to build 3,431 in 1959, a gain of two-thirds. 

As the table above shows, the builders plan to increase production in every 
price bracket. Percentagewise, the largest increase is in the lowest bracket, 
the smallest increase in the highest bracket. A sharp break in the pattern of 
increases occurs between the $12,500-$13,499 bracket (up 15 percent) and the 
$13,500-$14,999 bracket (up 57 percent). While the reports do not explain this 
shift, it should be noted that the FNMA special assistance program 10 had its 
greatest impact on homes priced below $13,500. If these two groups are com- 
bined, making a bracket of $12,500—$14,999, the increase between 1958 and 1959 
would be 36 percent, approximately the same gain as in the adjacent brackets. 

Despite the shifts between price brackets, the median sales price for the 
planned 1959 starts remains at $13,900—the same as in 1958. As the table on 
the following page shows, this median is lower than in either 1956 or 1957. 
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Median sales prices of new homes 





Bureau of | Builders 
Year Labor Economic 
Statistics Council 





OS ee ee eee Noh eo a Ta eee | eee 
Blick ai ss bates ~ascihaivetbe dockixidgtheb das aut Hounds ttiageicandvberetiitaesth teqssaltned 13, 700 $13, 500 
i SERA te CGE 5 RENTER INA nAahtenis en ty Stl ined 14, 500 14, 600 
Bain erinchateavahtantieht erekensaeIiclscokbadeeceeesece AES ERNE OME AT (') 15, 100 
BI Dic chaiash anton al NbRheais Mobbeiceh biAiciain thal hcany ocala bn cbiibeddains baccthnaAicsicke Aili) (1) 13, 900 
Rae cddedaal neki akan’ cate kneel tpidnnd <tihisiieenrnaetuieenpernewedt i (1) 13, 900 














1 No BLS survey has been taken since 1956. 


Factors affecting builders’ plans 


A key factor in the number and price distribution of homes built during 1959 
will be congressional action on housing. Forty-four percent of the reporting 
builders said that their plans depended at least in part on expected Federal 
legislation. Seven out of ten of these builders said they are counting on ad- 
ditional FHA insurance authorization, while 47 percent expect more liberal 
FHA terms, and 47 percent anticipate additional INMA special assistance funds. 
In addition to these three (which were listed on the questionnaire), 17 percent 
mentioned other legislative changes of which insurance of conventional mort- 
gages and revision of the VA interest rate formula were most frequently re- 
ported. 

As in the survey taken in September 1958, the builders felt that the demand 
for new homes was improving and many credited the general expansion of 
business activity and employment for this. The survey also reflected the multi- 
tude of local and individual factors affecting home building. Changes in 
volume and price were often attributed to new locations, and a number of 
builders who planned substantial increases reported that they had spent part 
of 1958 preparing new subdivisions. 

A comparison with earlier surveys 

In the May 1958 survey of the Builders Economic Council, 62 percent of the 
reporting builders said that they had revised their 1958 plans since the begin- 
uing of the year. These changes were due mainly to the marked shift in the 
mortgage market, the Emergency Housing Act, and changes in consumer de- 
mand. Since then, however, builders in the aggregate appear to have held 
fairly closely to their plans. A cross-check of 253 builders who responded to both 
the May and September surveys shows that these planned a total of 26,710 
starts in 1958 at the time of the May report, and had revised this to 25,846 
in September. This was a reduction of 3 percent in these 4 months. The De- 
cember survey was answered by 248 builders who had also reported in September 
In the earlier study, these builders planned to start a total of 23,455 sales 
units in 1958, but by December the total had been reduced 4 percent to 22,562. 
Finally, a cross-check of 231 builders shows that these planned a total of 24,457 
sales unit in 1958 at the time of the May survey, reported a total of 22,695 in 
December—a reduction of 7 percent. 

Successive surveys have shown a steady reduction of the median sales price 
in the reporting builders’ own operations. In August 1957, the builders esti- 
mates of the planned 1958 operations indicated a median sales price of $15,100 
(The same as in 1957). The May 1958 survey showed a planned median of 
$14,400 for that year. This reduction appeared to reflect the easing of the 
mortgage market that had occurred in the interim and the effect of the Emer- 
gency Housing Act. The median sales price reported in the August survey 
was again slightly lower, $14,300, and in December, with nearly all 1958 starts 
underway, the median price has declined to $13,900. While the surveys in 
themselves do not directly explain the shift, it appears that builders found 
that the demand for lower-priced homes was even stronger than they had 
anticipated. 


36043—59 31 
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A NOTE ON METHOD 


This report is based on questionnaires returned by about 450 members of the 
Builders Economic Council during December 1958. The sample was obtained by 
requesting the executive officer of each local association to select a representative 
5 to 7 percent of the builders in his locality, taking care to cover all types of 
operation and price classes. There is some bias in the sample in the fact that 
the members of the Builders Economic Council are among the better established 
firms in the business. The survey taken in September 1956 found that the 
median age of business firm responding (or years the individual had been in 
homebuilding) was 11 years, and one-fifth of the respondents had been home- 
builders for more than 25 years. The fact that these builders are among the 
better established firms lends added weight to their views. Here is a break- 
down of the respondents to the curent survey by size of operation (based on 
number of units started in 1958) : 

















Size group Number of Percent of 
builders builders 

ethene ibsbniine ste ithiinentints birnavak cep ahaeonnen 449 100 
Es oh duckk deebeshislde ad dnewhencdbtindowdavewmiocbveorrtebntasesided 160 36 
DE seb bith Lod Saedeksebiviepie dd tecbnindwiscatibadgunasenecinnimiindbeesneuwnne 103 23 
es nie Rie aie ie Aaa eee wera 76 17 
et need ea cuss ESaPAnUnSHePrSehAneranreenetnis@nestasshenmews 63 14 
i oi eens ool eatin eketh obeewtnsnaernwcenalanbehanen 23 5 
SUID 23. S8bioL. cb atkedn cide butts eiiedeeh bs pduess hig atouomenin dine 15 3 
BR sbleniindehemicmepngicinndqusstqinneusiansiespedeenusinees 9 2 








Also, every part of the country was represented. Here is a breakdown of 
reporting builders by region: 














Region Number of Percent of 
builders builders 

I RE Ri A AR Ro na gl ree a pe 449 100 
DG boo 2k Pee hek bbe nud tidiss Ciththas bales asquuecbdeomses 40 9 
I ad. ins nek Seren Ghe ANSE Ren Shes atesa nmap sonienwonsemaie 5l ll 
let tlc conadicebadinininnn bp when eEnhs et sui dashin patna dno Sal arin 53 12 
ge a ee oe ui sh cop ctdbnpabeaceconsneckeednepesnbuc 146 32 
ED als 398g Abn chiid dd ba dba deccnbknadenbadbabnendeksncedseuesull 92 21 
Rc itaesaceiind Aocetenswepqudnemtecpers preetwendet peas niaecavadncsepesnuede 67 15 











REGIONAL GROUPS USED IN THIS REPORT (BASED ON FHA REGIONS) 


Northeast: 


Mid-Atlantic: 


Southeast: 


Maine Pennsylvania North Carolina 
Massachusetts New Jersey South Carolina 
New Hampshire Maryland Georgia 
Vermont Delaware Florida 
Rhode Island District of Columbia Alabama 
Connecticut Virginia Mississippi 
New York West Virginia Tennessee 
North Central: Southwest: Kentucky 
Michigan Missouri West: 
Ohio Arkansas Montana 
Indiana Louisiana Wyoming 
Illinois Kansas Idaho 
Wisconsin Oklahoma Utah 
Minnesota Texas Nevada 
Iowa Colorado Arizona 
North Dakota New Mexico Washington 
South Dakota Oregon 
Nebraska California 
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ie ATTACHMENT D 


NATIONAL ASSOCIATION OF HOME BUILDERS, 
NATIONAL HOUSING CENTER, 
Washington, D.C. 
Po.icy STATEMENT For 1959 


As approved by the NAHB Board of Directors 


As we look forward to 1959—25th anniversary of the Federal Housing Ad- 
ministration—we approach a new era in homebuilding. We must continue to 
keep pace with a vigorous, growing economy, an explosively expanding popula- 
tion, and a demand on the part of the American people for better living. The 
bold pioneering approach typified by the creation of FHA is again essential to 
carry inte the decades to come our industry’s magnificient contributions to the 
Nation’s economic and social progress. Home buyers expect us to look to wider 
horizons—not rest content with past progress. We must plan for home pro- 
duction and community development adequate—in quantity and quality—for 
new peaks in housing demand. 

In postdepression, war, and postwar shortage, in boom, recession, and recovery 
our industry has pioneered new solutions to meet its changing problems. We 
must continue to develop mechanisms geared to our modern high-speed economy. 
Homebuilding must be enabled to compete—free of its present handicaps—for 
its fair share of investment capital. Prospective home buyers must have a 
free, fair choice in meeting their shelter needs. Together with manufacturers 
and other segments of the homebuilding and home finance industries, we must 
initiate and encourage research in home design and cost control, in statistical 
data and merchandising methods. 

The National Association of Home Builders—the trade association of the men 
who build America’s homes—will work, as in the past, for constant improvement 
in the service provided by the homebuilding industry to the American people. 
To accomplish this, vast amounts of long-term credit are needed. Our credit 
— and economic machinery must be constantly examined and modernized to meet 
f present needs. 

Accordingly the more than 40,000 members of the National Association of 
— | Home Builders declare their policy for 1959 as follows: 
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pad 1. MODERNIZATION OF MORTGAGE CREDIT 

9 

2 Home builders—in common with most Americans—reject the defeatist doc- 
32 | trine that mortgage credit inevitably must alternate between overabundance 
21 and high-priced scarcity. We believe that the mortgage—while now well 
16 tailored to the ability to pay of the average home buyer—does not satisfactorily 


— afford ready access to modern forms of savings accumulation. 

A free flow of mortgage credit means lower home prices. The vital neces- 
sity of an adequate flow of mortgage money at terms home buyers can afford 
has been dramatized by the contrast between an ailing industry in 1957—forced 
by tight money to low volume and higher prices—and the vigorous 1958 re- 
bound—in both total volume and to lower prices—when credit was again made 
available. With private single-family starts down to approximately 840,000 
in 1957, the median price of a home rose to $15,100; when private single-family 
starts rose to an estimated 925,000 in 1958, the median price dropped to $13,900. 
Proper financing with emphasis on lower cost housing made the difference. 

Fifty years ago the inadequacies of the commercial banking system to serve 
modern industry led to the Federal Reserve System. Twenty-five years ago 
the Home Loan Bank, FHA (and later FNMA and VA) were developed to revive 
a collapsed real estate credit system. Today rapid industrial and population 

| growth (particularly in areas remote from traditional lending sources), changes 
in the Nation’s savings pattern, investment problems resulting from Federal 
credit and fiscal policies, and continued demand for consumer mass financing 
for a high volume of home production combine to make imperative further re- 
organization of the mortgage banking system. Federal National Mortgage 
Association—operated with great skill considering prevailing conditions and 
its limitations—is only partial progress in this direction. We must evolve a 
true reserve faclity adequate to serve all types of lender in the latter half of 
the twentieth century. 
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FNMA should be amended and expanded to (a) recognize it as a Government 
agency for stabilization of mortgage credit (comparable to Federal Reserve 
in commercial credit) rather than a potential private corporation operated for 
profit; (6) authorize it to accumulate and hold a long-term mortgage portfolio 
against which it should issue its obligations of varying maturities; (c) increase 
its authority to sell its securities to the investing public; (d@) authorize short- 
term loans against the collateral of insured and guaranteed mortgages; (e) 
provide a real and functioning directorate; and (jf) grant it authority to set 
FHA and VA interest rates. 

While this remains undone, the high and soon-to-expand demand of the 
American people for good homes on terms they can afford—the traditionally 
American refusal to accept curtailment of homebuilding and a resulting eco- 
nomic decline—leads to irresistible pressure toward direct Government inter- 
vention in homebuilding and home finance with all its attendant dangers. In- 
sistence on an unmarketable VA interest rate forces acceptance of proposals 
to correct recurrent instability in our industry by purchase of mortgages with 
Federal funds. 

II. MORTGAGE FINANCE 


Mortgage insurance—model, for the whole world, of democratic industry- 
government cooperation—in 25 years has attracted over $50 billion into residen- 
tial mortgages and helped (without subsidy) more than 5 million families to 
buy their own homes. Directly and by its example, FHA has sparked de- 
velopment of the modern homebuilding industry. To prevent recurring demoral- 
izing interruptions of FHA’s vital service, Congress should provide adequate 
continuing FHA insurance authority. In addition, Congress should permit 
FHA to use its income flexibly in accordance with its workload, bearing in mind 
that such income is derived from insurance premiums and fees paid by buyers 
on insured loans. 

We commend FHA’s Commissioner and staff for their continuing attempt to 
maintain FHA’s effectiveness through revision of obsolete and stultifying pro- 
cedures. We urge extension of this modernizing process to all FHA local 
offices. 

In the same progressive spirit, FHA’s legislation must be updated by (qa) in- 
creasing the maximum insurable loan on single-family homes to $30,000; (b) 
encouraging trade-ins; and (c) adjusting downpayment schedules and mort- 
gage term. 

The VA home loan program should be extended on a self-sustaining basis for 
a period of 5 years after the termination of universal military training. It 
should be made available to all who serve in the Armed Forces whether in war 
or in peace. 

The attempt, by statutory decree, to force an unmarketable VA interest rate, 
which serves only to defeat its objective and disrupt the mortgage market, 
should be abandoned. Subject to the statutory maximum presently provided 
for FHA, all insured and guaranteed loan programs should recognize—rather 
than seek to predetermine—market rates for residential mortgages. The pro- 
posed mortgage reserve facility, when established, would provide the oppor- 
tunity and the machinery to set FHA and VA interest at the lowest feasible 
market rate on clear evidence of basic shifts in long-term investment yields. 


Ill, RESEARCH 


We shall continue to seek better, more economical materials and better ways 
to design, build, and merchandise homes. We are pledged, within our resources, 
.to stimulate technological advances to keep pace with evolving market demands. 

Through our National Housing Center, increasingly fulfilling its intended 
function as the focal point of the home building industry, home builders and 
manufacturers, in understanding and cooperation, are developing broad pro- 
grams to assure American families of homes best suited to their needs. In this 
endeavor we welcome cooperation of all concerned with home building and 
home finance. 

In 1958 NAHB’s research institute expanded its sponsorship of research 
homes. The experimental work of the institute will be further increased in 
1959. Our statistical and merchandising departments continue, and will con- 
tinue, to measure current market demand and to assist builders and material 
producers in meeting it. 
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IV. PLANNING FOR COMMUNITY GROWTH 


We have long recognized the problem of providing adequate community facili- 
ties for modern family living as the most important need for the long-range 
growth of our urban civilization. An expanding population cannot be housed 
unless communities prepare for great changes. Production of better homes in 
better communities for the American people must not be inhibited by short- 
sighted efforts to restrict heaithy couiiuunity development. 

We shall continue to work with government and ail interested groups to add 
to public knowledge of proper community organization, tax structure, and the 
financing of schools, utilities, and other community facilities. 

We support Federal and State aid to communities for water and sewage instal- 
lation, storm drainage, public parks, and recreation areas, but at not less than 
the current rate of interest on government obligations of equivalent term. We 
urge that FHA develop a form of mortgage insurance to finance land 
development. 

V. TAXATION 


Unfavorable tax treatment of real estate aggravates the disadvantage of home 
building in its competition for capital. We shall press for immediate reversal 
of the actions of the last Congress in (a) denying to real estate rental corpo- 
rations favorable partnership tax treatment provided to all other small corpora- 
tions and (b) killing the real estate investment trust bill which sought to extend 
to real estate investment the same tax treatment provided for the past 20 years 
to securities investment; we urge adjustment of tax laws to encourage, rather 
than unfairly to restrict, capital accumulation for residential construction and 
land development. 


VI. MULTIFAMILY HOUSING AND URBAN RENEWAL 


The importance of multifamily housing has and will continue to increase. 
We commend FHA for strengthening the administration of its rental housing 
activity. As an immediate result, sponsor confidence is being rapidly restored 
and revisions of FHA rental housing regulations and procedures, long advocated 
by NAHB, are gradually being effected. We hope this improving attitude will 
be shortly reflected in field office operations and that similar progressive steps 
be taken with cooperative housing. NAHB’s rental housing service, speaking 
for this branch of the total residential building industry, will redouble its ac- 
tivity on behalf of those who build, operate, and occupy rental properties. 

We reiterate the policy that the fundamental purpose of urban renewal is to 
renew blighted areas to their maximum beneficial potential to the community. 
It is time for reorientation of urban renewal to emphasize more practical and 
in the end more effective modernization and rehabilitation of blighted areas. 
Government agencies concerned should inaugurate procedures to develop urban 
renewal projects into units within the capacity of the typical local builder. In 
addition, the unsolved problem of relocation must receive both congressional 
and administrative attention to make more workable the private enterprise 
solutions to this problem. 


VII. HOUSING FOR MINORITY GROUPS 


As homebuilders we are pledged to produce good homes for all Americans 
without exception. Real progress toward this goal as it relates to members of 
minority groups is obscured by the enormous problems arising from deep-seated 
emotional convictions which the homebuilding industry did not create and does 
not as an industry share. We earnestly believe that education, tolerance, and 
understanding will lessen, and eventually remove, the community attitudes which 
beset this portion of the homebuilding market. They cannot be changed over- 
night by legislation or decree. 

A substantial, although far from adequate, number of good homes for mem- 
bers of minority groups have become available in recent years. The President 
should set aside $250 million of available FNMA special assistance authoriza- 
tion to provide practical encouragement to efforts to meet this urgent and com- 
plex need. 
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VIII. LABOR 


Technological advances in homebuilding to satisfy the certain expansion of 
consumer demand for housing require cooperation of labor. Apprentice training 
of skilled workmen must be expanded to provide the willing hands needed in the 
next decade. Outdated opposition to advances in new methods of construction, 
new materials, and increased mechanization at the construction site must be 
abandoned. The Nation will demand increased productivity in housing. This 
can be done only if labor, builders, and manufacturers work together in en- 
lightened selfinterest. 

IX. PUBLIC HOUSING 


We oppose any extension of public housing. No public housing should be 
approved for any locality until approved by vote of the citizens of that com- 
munity. 

Mr. Rarys. First of all, I would like to say the suggestion you make 
with respect to this subcommittee’s studying further with you and 
other interested organizattions and groups, with reference to a cen- 
tral mortgage bank, we intende to do just that very thing this fall, 
and seiiie before, if we can be successful in passing the housing 
hill early in the session. But we would like you to set your brains 
to work, because we would like to go into the matter as completely as 
possible with you. 

Mr. Mirnicx. We are working on that now, and we will be happy 
to go into the matter with you further again. 

Mr. Rats. If the VA proposal, which has been reported out, I 
understand, by the Veterans Affairs Committee, in which the inter- 
est rate is raised to 514 percent on VA loans, and the one-half percent 
differential is removed, you feel that would give enough impetus so 
that we wouldn’t need the $500 million in this bill, but if that fails 
of enactment, you say it would take $1 billion for FNMA to achieve 
the million housing starts this year? 

Mr. Mitnick. Yes; it would only have to be on a standby basis. 
We feel, if we have the 514 percent GI interest rate, that the special 
assistance would not be necessary. 

Mr. Ratys. What about urban renewal; do you support the ad- 
ministration in calling for cutbacks on urban renewal, or what is your 
position ? 

Mr. Mirnicx. We don’t goas far as the administration. Of course, 
there is a variance between your bill and the administration’s bill. 
We think that the cutbacks are all wrong, frankly. I think this Con- 
gress has to decide where it should be, but it certainly should not go 
back to anywhere near the administration’s view. 

Mr. Rarns. And what is the attitude of the home building industry, 
Mr. Mitnick, with respect to proposals for an FHA-insured loan pro- 
gram for land development, or for aid with community facilities, 
FHA insurance I am talking about ? 

Mr. Mrirnicx. Our feeling is there should be FHA insurance for 
loans for community facilities once the land is owned. We are op- 
posed to using this money to buy land with, but once the land is 
owned, in order to provide the necessary facilities like sewers, water, 
and other extensions, we feel that these loans would be a very good 
thing, but only after the land is owned. 

As you know, Congressman, land is not available in the busy metro- 
politan areas, we must go out into the hinterlands and we should be 
provided with funds in order to put in these utilities. The munici- 
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palities can’t do it. They say they can’t do it, and they are right, 
they just can’t do it by themselves, and if loans were provided, I 
think a good job could be done. 

Mr. Rarns. Of course, you would agree, if that were to be done—we 
haven’t had too much studies on it yet, even though several people 
have mentioned it to us—if that were to be done, it would be absolutely 
necessary to put the proper restrictions around that type of loan to 
prevent land speculation, and things of that type; wouldn’t it? 

Mr. Mirnicx. We urge you to put that in. 

Mr. Rains. In other words, the only way it could possibly be car- 
ried through without getting into trouble would be if it were so written 
that it could not be used for anything else except residential and with 
the attendant construction you need. Otherwise, you could get into 
one of these land speculative moves. 

Mr. Mrrnicx. This is exactly what we desire to avoid. 

Mr. Rarns. Several Members of Congress have mentioned that to 
me after the hearings were started, and actually this committee hasn’t 
had the opportunity to study it. I mean to know what it would do 
and what not, so I really doubt that we are going to be able to incorpo- 
rate anything in this bill in the brief time that we have. We hope to 
have full-dress hearings on that particular phase of it, to see just what 
we could and should do. 

Mr. Mitnick. That is very sound, and I think there should be very 
careful study of this. 

Mr. Rarns. One other question. We have had witnesses here be- 
fore us who have pointed to the fact that there has been a downturn 
last year in the median price of housing for the first time in a number 
of years. I suppose this comes from the fact that more low-cost hous- 
ing was built last year and during recent years. 

Can you elaborate on this point and tell us in your opinion, if it is 
true that there was a downturn in housing, and if so, what accounted 
for the decrease in the cost of housing in the median price range. 

Mr. Mirnick. There are several factors for that. I agree, there 
were more low-priced houses sold. But by means of research we have 
learned how to use better and lighter materials, and this cuts down the 
price. Also, you must remember, due to the 1958 Emergency Hous- 
ing Act, money became available at a very reasonable rate. This all 
goes into the price of a house, and we were able to bring—I think in 
1958 the American people got a better buy than they ever got for the 
same money. 

Mr. Rarns. Mr. Shishkin of the AFL-CIO had figures to show 
in the median, not in every house, but in the median there was a 
downturn of nearly a thousand dollars in the price of a house that 
had been selling for around $15,000, which, of course, was good news 
to this committee. We would like to see even more of it. This was 
brought about by more readily available money, mortgage money, 
better and wiser ways of building the houses, and secondly that there 
was emphasis put on low-cost housing. 

Mr. Mrrnicx. And I might say this: Were we to have this 514- 
percent rate now builders would know at this time what their pro- 
_ is for this year, instead of the haphazard way that we have 

ad to go. We could build houses cheaper, we could set our sights 
and know exactly where we are going for the balance of the year, and 
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as you know, in previous years we had to wait until July or August 
when it was almost too late and then take what came. The first 
thing you know we ran into the cold weather and the year was over. 

Mr. Rarns. Mr. Barrett. 

Mr. Barrerr. No questions. 

Mr. Ratns. Mr. Widnall. 

Mr. Wipnatu. Mr. Mitnick, we in New Jersey are delighted to see 
that you were elected as president of the National Association of 
Home Builders. We have known of your activity in the field over 
a period of years, it has been outstanding, it has been work of integ- 
rity and your election is due recognition for a job well done. 

Mr. Mirnick. Thank you. 

Mr. Wiwnatu. Good luck in the year ahead. 

I am very pleased to read a lot of the recommendations in your 
report and particularly the fact that you feel that the increase in 
the interest rate in the VA program will substantially solve some of 
our problems in housing, and tying in with that. recommendation 
that you do not feel the special assistance fund will be needed at this 
time. I think it is important that the two be tied together because 
they are related to each other and it is a good thing for the commitee 
to have that recommendation coming from you representing the home- 
builders. Many of us are very much interested in elderly housing, 
because we feel that there is a tremendous potential for this program 
in the housing market. When you say that a new section should be 
written for the profit organizations, or not a new section, but a more 
attractive program set up comparable to that for the nonprofit organ- 
izations, what do you recommend in that regard ? 

Mr. Mirnick. Well, frankly the builders have been steering clear 
of nonprofit deals. I don’t think that anybody thinks that builders 
are in there for nonprofit deals. We do not want a recurrence of 
what happened a few years ago where later on we are brought in and 
taken to task because of something that.-might have happened. 

Builders operate for a profit and I personally would not come in 
with a program and say that I represented a charitable institution 
and, frankly, the way the law is now, that is almost what you have to 
do. I think that we can build them cheaper. I think that more will 
be had for the money if we come in without a subterfuge and I repeat 
this, that I personally would never come in on a subterfuge, we must 
come in with an honest program, and I think private enterprise can 
build these things and everybody will get a satisfactory result. 

Mr. Wiwnatt. Under the present program, a nonprofit organization 
can obtain an FHA guarantee on 90 percent of replacement cost, while 
a profit organization, 90 percent of estimated cost. 

What is your recommendation on that? 

Mr. Mirnicx. I think we would recommend the Senate bill, I think 
that is a hundred percent for the nonprofit and 95 percent for the 
profit corporation. I think that is in the Senate bill, Congressman. 

Mr. Wipnatyi. And you feel that if that were done, that it would 
not be necessary to have any direct grants from the Federal Govern- 
ment ? 

Mr. Mirnicx. I think there would be absolutely no reason to have 
any direct lending for elderly housing if you did that. 

Mr. Wwnatt. Do you feel that there is a really adequate interest 
in that program on the part of builders? 
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Mr. Mrrnicx. I know builders who are waiting for just such a 
program and you would see some real activity if this were enacted. 

Mr. Wipnatt. In your testimony, you said that you build a thou- 
sand homes of the type for elderly families. What was the nature of 
that development ? 

Mr. Mrrnicx. That was a program for sale down at North Cape 
May, N.J. We have about 1,300 there, and about 700 of them were 
purchased by retired families. It isa very gratifying operation. We 
also have another job where we have about 400 of the same type. 

Mr. Wipnatyi. What program are you using in building those 
homes ? 

Mr. Mrrnicx. Just under 203(b) and also when needed—now un- 
der that the elderly people do not in most cases need this assistance, 
but under the directive of September 14, 1957, which was a special 
assistance and funds coming from the Treasury where a person over 
60 years old, where either of the spouses was over 60 years of age, they 
could get a 30-year loan, and Fannie Mae had to take it at par if you 
couldn’t sell it to a private lending institution, This helped quite a 
bit. 

Mr. Wipnatt. You made no direct comment in your testimony on 
the public housing program, but there is a recommendation of the 
national association with respect to that program. I am reading 
from page 4 of the addendum to your testimony where you say that 

ou recommend that no new public housing be authorized and that the 
fousing Act should be amended to provide for local referendum for 
the construction of every public housing project. 

Now, what is the association thinking in back of that? 

Mr. Mrrnick. I think our position is very clear. We have restated 
it every year. It is in the program last year. We stated we are 
opposed to any increase in public housing and we think that there 
should be a local referendum. I think the people in that town should 
vote whether they want it or not, and that is the feeling of our 
association. 

Mr. Wipnatt. I also note that you say that the Federal Public 
Housing Administration should not be curtailed in its authority to 
approve annual budgets and tenant qualification requirements of the 
local housing agencies. 

How did you arrive at that recommendation ¢ 

Mr. Mirnickx. Well, we feel that this could become very dangerous 
in a local situation where the PHA would have no power to look into 
these things. I think all public housing has to be looked into very 
carefully, and certainly taking away the supervision of the PHA, in 
our opinion, is a very dangerous thing. 

Mr. Wwnaty. Do you feel that it would become more of a political 
football if that were done? 

Mr. Mrrnick. Well, I am not in a position to say. That is for you 
to figure out, Congressman. 

Mr. Wipnatx. There are some of us who feel that there would be 
far more political pressure in connection with it and possibly you 
couldn’t end up with as outstanding people on the housing authorities 
as you have today if they had the ability to use on a local basis funds 
without final audit or full audit on the part of the Federal Gov- 
ernment, 

That is all. Thank you very much. 
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Mr. Mrrnicx. Thank you. 

Mr. Rats. I am not too excited about that provision except for 
one thing. 

The SEC, which I regard as a safe agency of the Government, left 
the audits out on their provisions; they left it to CPA’s. If we can 
trust the CPA’s on those audits, and you can trust them on your 
operations, I don’t see why we have to have somebody from the 
Government running around doing that when a CPA can do it on his 
own time. 

Don’t you think it would be as safe with a certified public accountant 
as it would be with a Government man going around to check ? 

Mr. Mrrnickx. Well, we have submitted an awful lot of evidence 
and exhibits on public housing. I think that they establish on their 
own and I think this proves our point or at least we think it proves 
our point and we would stand on that. We would not like to see 
this without Federal supervision. 

Mr. Rarns. I don’t want to see it without Federal supervision. I 
am afraid a lot of people have the wrong idea abort, this whole thing. 

I don’t think anybody on this committee wants to see any Federal 
funds turned loose any place unless there is some kind of Federal 
supervision. Also the General Accounting Office has the authority 
and they file audits every week on every public housing agency made 
throughout the Nation. I have been looking into some audits made 
by some people at the PHA where they wasted the time of the agency 
about where to put a Coca-Cola machine for a blind boy, or how much 
a dust rag cost, and it was really silly, to be perfectly frank, some- 
thing that you wouldn’t stand for in your private business if a CPA 
was doing the audit. 

So my only thought here is that we should give these local authori- 
ties some local autonomy and if we are going to have public housing, 
I think we ought to remember that these local housing authorities are 
not agencies of the Federal Government. It is local. The bonds are 
sold by the local housing authorities, not Government money. It is 
a mistaken idea completely that Government money is in it and the 
men who have appeared before us, Mr. Mitnick, are men like you who 
are on those boards throughout the country. Ihaveseenthem. They 
are the most outstanding businessmen we have and I feel a little bit 
bad about telling them that they don’t have sense enough to run a 
little teeny 200 or 300 unit public housing authority and especially 
when you say that they are being ogled all of the time by somebody 
from a bureau in Washington when we let a CPA do it. 

I think the thing is blown out of proportion. Mr. Widnall sug- 
gests politics will get into it. Politics are already in it. And if these 
people are going to run it, we should let them do it. 

(Statement off the record.) 

Mr. Ratns. Mr. Addonizio. 

Mr. Apponizio. Mr. Chairman, I don’t have any questions, having 
come in late, but I do want to take this opportunity to congratulate 
Mr. Mitnick on his new position as president of the National Asso- 
ciation of Home Builders. 

We in New Jersey hold him in very high esteem and, of course, I 
want to wish him well in the year ahead. I assure you that I have 


your testimony here and I will read it very carefully and certainly | 


follow your advice as much as I possibly can. 
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Mr. Mirnicx. Thank you very much, Mr. Congressman. 

Mr. Rarns. Mr. Barrett. 

Mr. Barrerr. No questions. 

Mr. Rarns. Mrs, Sullivan. 

Mrs. Sutiivan. Yes, Mr. Chairman. 

Mr. Mitnick, to follow the chairman’s line of questioning a few 
minutes ago about the drop in the median price of single-family 
houses, could you tell the comimttee what is being done within the 
homebuilding industry or by the manufacturers to improve techniques 
and materials for home construction? Is there any evidence that 
these advances will result in lowering the cost of housing in the future ? 

Mr. Mrrnicx. Congresswoman Sullivan, I would like to have Mr. 
Bartling answer that. He was chairman of our research committee. 
I think that he understands the research better than any man in this 
country and I think he is more qualified than I, so if you will permit 
me, he will answer that question. 

Mr. Barriine. Thank you, Mr. Mitnick. 

Mrs. Sullivan, in answer to your question, I might say this: Re- 
search at the present time is the No. 1 activity of the NAHB. We 
ure putting emphasis on research, tremendous emphasis on developing 
contacts with the manufacturers, and we presently are engaged in a 
very large-scale research program to develop new products, new tech- 
niques, reduce onsite labor. We are looking ahead to the seventies 
when we realize that housing starts will be greatly in excess of what 
they are now, and it is incumbent upon us as an industry to take the 
responsibility to develop the thing that you are asking about. 

We are quite proud up to this point of the progress we have made 
and we hope a few years from now that we will really have accom- 
plished some very significant things. We are confident that we will. 

Mrs. Suttivan. To go back to the last part of the question, is there 
any evidence that any of these new advances that they have come 
up with will result in lowering the cost of a house ? 

Mr. Bartiine. Yes, I think that we have three concrete illustrations 
of it at the present time. Last year in Kensington, Md., right outside 
Washington, we built our first research house. 

Many of the items that were in that house at that time were not on 
the market. Since then a substantial number of those things have 
been put into houses by builders, because of the tremendous interest 
evidenced in them. 

There have been two additional research houses built, one in Knox- 
ville. Next year there will be another. In the Knoxville house we 
built the first house with all plastic plumbing. This is the very first 
time this has been done. This has everybody excited because there 
are some real cost-saving possibilities in that approach. 

I am not sure that the committee wants to take the time to cite 
case by case but really I would say out of the 3 houses there are at 
least 30 or 35 new properties that did not exist 3 years ago that are 
presently on the market or will be this spring some time. 

Mrs. Sutuivan. If the chairman wouldn’t object, I think it might 
be helpful to have some of those examples placed in the record when 
you get them together. 

Mr. Bartuine. We will certainly take care of that and get it to 
you immediately because we do have all of that information, the 
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complete story on it. We will see that that is done right this week. 

Mrs. Suniivan. Just one further question. To what extent has 
the homebuilding industry 

Mr. Rarns. Let me state that it may be placed in the record at the 
end of the testimony. 

Mrs. Sutiivan. Thank you. 

To what extent has the homebuilding industry made an effort to 
modernize building codes around the country? Is it true that these 
would constitute a handicap to the use of new materials and tech- 
niques ? 

Mr. Barring. This is certainly true, Mrs. Sullivan. I might say 
this: We presently know how to do things far better than we are 
permitted to do them and we felt that the code problem must be solved. 
We need help on it. We presently are engaged in a full-time staff 
study on this. We have staff people who do nothing but work on codes. 
We are making progress but it is a very slow and complicated process 
as you probably are aware, but codes certainly can stymie the results 
of research. I don’t know which comes first, but we have to solve 
them both. 

Mrs. Sutuivan. Thank you. That is all, Mr Chairman. 

Mr Rarns. We are delighted to have you gentlemen with us and 
you have given us some good testimony. We want to thank you and 
the great organization you represent for the help you have been to the 
committee. 

We are going to work further with you during the year on these 
other items that you have mentioned. 

Mr. Mirnicx. Thank you. 

Mr. Rarns. Thank you very much. 

We have four witnesses this morning and we are going to be com- 
pelled to move a little fast. 

The next witness is Mr. Albert Whitehouse, director of the indus- 
trial union department of the AFL-CIO. 

Come around, Mr. Whitehouse. 





STATEMENT OF ALBERT WHITEHOUSE, DIRECTOR, INDUSTRIAL 
UNION DEPARTMENT, AFL-CIO, ACCOMPANIED BY JOHN EDEL- 
MAN 


Mr. Wurrenovse. I have Mr. John Edelman, of one of our affil- 
iates, Mr. Chairman, to help me out to any particular questions that 
might be asked. 

Mr. Ratns. The good chairman of the committee, Mr. Spence, 
wanted me to extend his greetings to you. I understand he is going to 
come up here after a little while. 

I should say before you start that I will be compelled to leave before 
you finish. I hope you understand that it is on another engagement 
I have had for some time. Mr. Addonizio will take over at that time. 
So you may proceed in any manner you see fit. 

Mr. Wurrenouse. Thank you, Mr. Chairman. 

Members of the committee, I am Albert Whitehouse. I am testify- 
ing here today as the director of the industrial union department, 
AFL-CIO. This department speaks for more than 6 million indus- 
trial workers in 68 AFL~CIO unions. We are part of the AFL-CIO 
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and concern ourselves with carrying out the policies of the parent 
body while representing the interests of industrial workers. 

I understand that there are a number of bills before your committee 
the AFL-CIO has presented detailed analyses of the various bills 
and we support their position. 

I am also director of district 25 of the United Steelworkers of 
America, and I have been a worker in the mills. I know from personal 
experience the interest that industrial workers, together with all other 
Americans, have in good housing. I know both as a worker and as a 
director of the Steelworkers Union how intimately industrial workers’ 
jobs are tied in with the homebuilding industry. 

Today, in the United States, there are some 3 million more Ameri- 
cans than there were a year ago. We are witnessing a population ex- 
plosion. By 1970, our population is expected to number some 210 
million. We have a tremendous job ahead of us in providing decent 
homes for the millions now with us and for the unborn millions who 
will join us in the next decade. 

President Eisenhower himself has expressed concern over the prob- 
lems of population growth and the industrial union department noted 
with some hope a recent address of the President to the Association 
of State Planning and Development Agencies in which he expressed 
concern over the growth of our cities. At this time, Mr. Eisenhower 
talked of the growth of “megalopolis” in the United States—the de- 
velopment of continuous urban areas. 

Already, as the President noted, such a “megalopolis” is almost with 
us in the nearly continuous city that stretches from Portland, Maine, 
to Norfolk, Va. Within this complex, there are tremendous and 
growing problems of urban blight, hard-core slums, and deteriorating 
central city areas. 

The blight that threatens the central city areas will surely spread 
outward into the suburbs and ultimately engulf all of “megalopolis” 
unless the parent cities are rejuvenated. The population of the sub- 
urbs, like those of the central cities themselves, are dependent upon 
the economies of the cities for survival. 

Unless an intelligent, imaginative, and large-scale program is under- 
taken without further delay, we may find our society caving in at its 
urban centers. The danger is as real and as imminent as the H-bomb 
and should evoke the same sense of urgency. 

Industrial labor was disappointed with President Eisenhower’s 
answers to the problems of “megalopolis”—local solutions reached 
with inadequate local resources. Like the problem of urban blight 
itself, encroaching “megalopolis” transcends State lines and cries out 
for planned national solutions. 

If industrial labor was disappointed with the President’s treatment 
of our newly developing population complexes, it was dismayed with 
the proposals on housing and urban renewal contained in his recent 
message to Congress. 

We do not view these proposals as a half measure because they do 
not merit even this degree of recognition. They represent, rather, 
an abdication of the Federal responsibility in this area and, worse, 
an abandonment of the welfare of the American people. 

_ The President now proposes that the U.S. Government shall remove 
itself from the public housing field. This means that public housing 
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construction will inevitably grind to a stop. It means that the 17 
million Americans now condemned to living in our worst slums must 
abandon hope, since public housing alone offers the possibility of 
decent shelter to these millions. For the most part, these are the 
groups within our population who are least able to help themselves. 

It is time for indignant response and I assure the members of this 

subcommittee that I personally am indignant that such an inadequate 
roposal should ever be made by the Chief Executive of these wealthy 
Jnited States. 

Regardless of what the administration may propose on public hous- 
ing and renewal, I do not believe that the 86th Congress will turn 
its back upon the most downtrodden among us. 

The administration advocates a niggling 6-year urban renewal 
program aimed at shifting this vital work back to the localities. The 
— total only $1.35 billion in Federal funds, a paltry $250 
million for each of the first 3 years, and then only $200 million for 
the next 3 years. 

These will be years of high population growth—a period when our 
cities will be bursting at the seams. During these same years, the 
Eisenhower administration proposes that the Federal obligation shall 
be reduced from its present two-thirds of project cost to only half. 

In view of the financial straits in which our cities find themselves, 
urban renewal will lag further and further behind if the adminis- 
tration program prevails. 

The late Senator Taft was, in the best sense of the word, a conserva- 
tive. Yet, he was coauthor of the Housing Act of 1949 which pro- 
claimed as its objective the provision of decent shelter to every 
American family. 

Senator Taft proposed that 135,000 public housing units per year 
should be provided to help assure the objectives of the Housing Act. 
The present administration might well learn from his example in the 
housing field. 

The administration has taken the position that an adequate housing 
bill will create inflation. It has taken this position on just about 
every piece of essential legislation now before the Congress. 

It was the emergency housing bill of last year that brought revival 
to a housing industry that had been permitted to lag in the name of 
fighting inflation. The revival of the homebuilding industry has not 
brought inflationary pressures. It has helped, instead, to lift the 
Nation from a recession which cost the American people upward of 
$25 billion in lost wealth. ; 

Right now, the prospects are for placing some 1.2 or 1.3 million 
new housing units under construction this year—if all goes well. But 
this rate is lower than in the housing boom of the twenties when there 
were 50 million fewer Americans to be housed. 

Unless action is taken to stimulate the homebuilding industry to 
construct homes within the economic reach of the people. the situation 
will become progressively worse. It is estimated that at least 2 million 
_ units must be built annually just to keep up with replacement 
needs. 

Right now, even before the homebuilding industry gets off to sus- 
tained growth, tight money again is threatening the new surge of 
building activity. Housing credit is already becoming more difficult 
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to obtain and Federal Reserve and administration monetary policy 
aren’t making the situation any easier. 

The emergency funds made available to the Federal National Mort- 
gage Association by the emergency housing bill of 1957 were com- 
mitted and exhausted months ago. It is lifficult to understand why 
the administration is opposed to the granting of further funds to 
FNMA when the mortgages so acquired are as much assets as the 
money loaned. ; 

The present economic recovery is based almost entirely upon con- 
sumer purchasing and must depend upon high levels of consumption 
to sustain the upward cycle. 

In this situation, it would be tragic if the housing industry were 
once more plunged into the doldrums for lack of mortgage money. 

There is no shortage of men or materials in America. Presently, 
some 4.1 million workers are jobless and about 20 percent of plant 
capacity is unused. 

In my own industry, about 25 percent of steelmaking capacity is 
still idle and tens of thousands are still jobless. Mr. T. F. Patton, 
president of Republic Steel, has estimated that ingot production this 
year will be between 102 and 110 million tons. 

But the steel industry now has the ability to produce 147 million 
tons. A healthy homebuilding industry would be welcome by steel- 
workers and other industrial workers whose products are unused in 
construction. 

Industrial workers have a stake in housing that transcends their 
immediate economic interests. As citizens, they want decent homes 
in which to live. Some who now can afford them with existing credit 
arrangements, will not be able to do so if mortgage money again 
becomes hard to obtain. Still other lower paid industrial workers 
must look to public housing for their answer. 

Industrial workers have a big personal stake in urban renewal 
programs since only large-scale activity of this kind can produce the 
good neighborhoods that the Nation’s children require. 

There is a fear abroad in America—a lack of faith in the Nation 
and its potentialities, Those affiliated seek to minimize such things 
as housing programs because they fear economic growth itself. 

Only days ago, Columnist Walter Lippmann commented upon this 
matter. He declared that the President has committed himself to 
economists who “believe that an economy which is expanding rapidly, 
which has full employment, and has the full use of its capacity is 
bound to be inflationary * * *. They prefer a quieter tempo with a 
certain amount of unemployment to act as a brake on wages and a 
certain amount of excess capacity to act as a brake on prices.” 

Now, I am not before this committee to argue economic philosophy. 
But such an outlook must be branded for what it is—defeatist. The 
American people gave their reaction to this outlook in the last elec- 
tion. They want maximum growth; they are opposed to unemploy- 
ment and to living on handouts; they want jobs for all willing to 
work; they want adequate housing as part of the growth pattern 
that America can create. 

I am happy to note that the congressional leadership has reje:ted 
the defeatist philosophy of the administration. I am _ especially 
heartened by the prompt hearings on a new housing bill. I hope that 
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the bill finally adopted will mark a bold step forward in such areas 
as public housing, urban renewal, mortgage credit, college housing, 
and housing for the elderly. 

I do not come here as a housing expert, intent on expressing a 
technical view on any specific section of any bill now before you. Let 
me say though, that industrial labor considers the Sparkman bill, 
S. 57, now before the Senate, a movement in the right direction. 

We welcome the bill introduced by Representative Rains, H.R. 2357, 
which is now before your committee as a further step forward. 

We feel, however, that the needs of the Nation and the times will 
best be served by adoption of S. 193, introduced into the Senate by 
Senator Clark, of Pennsylvania, together with Senators Kennedy, 
Morse, Humphrey, Neuberger, Engle, and Murray. 

The Industrial Union Department, AFL-CIO, notes that H.R. 2357 
provides for an additional $1.5 billion in urban renewal funds. This 
amount would at least give our localities an opportunity to move 
forward during the 3-year period in which the grants will become 
available. 

But the evidence points to the need for greater funds allocated over 
a longer period. Only recently, an officer of one of our top realty 
development companies—Mr. William L. Slayton, of Webb and 
Knapp, Inc.—pointed out that our cities must be able to count on a 
minimum of $6 billion over the next 10 years in Federal grants if 
there is to be the kind of urban renewal progress that the Nation 
needs. 

Mr. Slayton pointed out that without a vigorous urban renewal 
program for 1959, the homebuilders’ goal of 1.4 million new housing 
units will not be achieved. He declared that the need for adequate 
funds has become urgent because no money was allocated for the 
program a year ago. 

Only some $20 million is left from the original $1.35 billion set 
aside for slum clearance and renewal by Congress in the Housing Act 
of 1949. Yet, some 500 U.S. cities have begun urban renewal pro- 
grams. Without a firm assurance of funds, these programs cannot 
move forward to meet the needs of our growing Nation. 

There has been much loose talk about the need for local action to 
meet the housing and renewal problems of the Nation. The cities of 
the United States are seeking to meet local needs through their own 
programs drawn up within the framework of the overall Federal 
framework. 

The cities, themselves, have endorsed Senator Clark’s proposal for 
$6 million over 10 years. The National Housing Conference, the 
American Municipal Association, and labor’s own housing experts 
have declared that even this amount will assure only a minimum 
program. 

H.R. 2357 would provide 35,000 new public housing units this year, 
van 17,500 in S. 57, and none in the administration proposal. 

ertainly, the treatment proposed by H.R. 2357 is to be preferred. 
But the Housing Act of 1949, as already pointed out, originally pro- 
vided 135,000 new public housing units annually. With all its limi- 
tations, there is no substitute for public housing in our cities. 

Senator Clark’s approach to this problem is far more realistic since 
it would make between 150,000 to 200,000 new public housing units 
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available without time limit by restoring the authorization for con- 
struction provided in the Housing Act of 1949. 

The industrial union department joins with its parent AFL-CIO 
in full support of the Clark approach on this matter and urges ap- 
proval of such a public housing authorization by your committee. 
With this new approach, cities could move at such speeds as they are 
best able without fear that they will be denied a fair share of essential 
public housing. 

There is no need for me to argue the need for college housing be- 
fore this subcommittee. Colleges now anticipate record enrollments 
in the coming years, and this should be weleomed and encouraged 
with every means possible. 

Housing for students will be one of the more difficult problems that 
must be solved. The IUD urges inclusion of a provision for at least 
$250 million for college housing and other necessary purposes with- 
out any increase in the interest rate as proposed by the administra- 
tion. The $50 million proposed by the administration for college 
housing is obviously inadequate. 

Because of the longer life span, the number of our elder citizens is 
growing rapidly. Millions of these citizens are now retired on small 
or very moderate incomes and millions more will be added with the 
passage of years. 

Seeking to humanize industry, our industrial unions have negoti- 
ated pension plans which have spread through much of industry. 
But even a combination of industrial pensions with Federal old-age 
benefits still leaves our elders with incomes far too low for the housing 
they require. And most of the retired still must depend almost en- 
tirely upon meager savings and old-age benefits alone. 

The LUD notes with satisfaction that H.R. 2537 provides $200 mil- 
lion in low-interest loans for housing for the elderly. We endorse this 
— wholeheartedly and urge its inclusion in any bill approved 

y this committee and by the Congress. 

We urge inclusion in any housing bill of adequate measures to 
encourage the construction of cooperative housing. Such housing of- 
fers an answer to many middle-income families who otherwise will 
be forced into special public housing developments or into substand- 
ard living quarters. 

Labor and other organizations in cities like New York have re- 
sponded to the cooperative housing program and have given added 
proof of its feasibility. 

The AFL-CIO has submitted testimony to the Congress which sets 
out a program in this area. This would include the authorization of 
$300 million for FNMA advance commitments on FHA 213 mort- 
gages with half the amount earmarked for consumer cooperatives. 
We urge the inclusion of this and other AFL-CIO recommendations 
on cooperative housing in any bill adopted in this session. “o 

The GI housing program has been a mainstay of housing activity. 
This program must be maintained both to provide adequate housing 
to veterans on terms that they can afford and to assure continuation 
of expanded home construction. 

With money already tightening and interest rates once more on the 
rise, the veterans’ housing program is again endangered. To avert 
the virtual stoppage of the GI program that occurred in the tight- 
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money period just prior to the recession, a program of direct loans 
for veterans should be authorized. The industrial union department 
urges the inclusion of $300 million for this purpose. 

s I have already pointed out, a new store of mortgage money must 
be made available for low-cost private housing if the present rate of r 
home construction is to be maintained. H.R. 2357 takes a step in 
the right direction by providing an additional $500 million more to $ 
the Federal National Mortgage Association for the purchase of VA 
and FHA mortgages of $13,500 and under. 

But this amount will not prove adequate in the face of today’s con- 
ditions. We recommend that an additional $1 billion be provided to Q 
FNMA for the purchase of FHA and VA mortgages not in excess 
of $13,500 in order to assure construction of moderate-priced housing. 

Urban renewal programs inevitably cause the displacement of fam- 
ilies living in blighted areas. About 40 percent of these families are 
eligible for public housing, but little is available. At least an equal 
number have incomes making them ineligible for public housing even 
where it is available, although their income levels do not permit these 
families to purchase adequate private housing. 

Much of the opposition to urban renewal programs arises from the t 
plight of displaced families. One of the necessary aspects of urban t 
renewal is the provision of housing to those who lose their homes i 
because of such programs. a 

S. 193 would authorize $250 million for long-term, low-interest 
loans to private pt wes developers for the construction of low-cost | 


aw Oo A 


Pe, hee — — 


nm = 


private dwellings to house those displaced by renewal programs. The € 
program is modeled upon the successful college housing program. n 
While the amount involved is not adequate to the needs, it would at k 
least establish the kind of program required for successful redevelop- r 
ment. Inclusion of this provision in an omnibus housing bill shoud |} & 
be mandatory. | 
Protection to homeowners against foreclosure in the event of illness : 


or unemployment is overdue, and we are happy to note that H.R. 
2357 and S. 193 take steps in this direction. We endorse that part of I 
H.R. 2357 which provides $300,000 for research in farm housing, but V 
feel that any omnibus bill should make provision for improvement 
of the housing conditions of farm labor while also encouraging bet- I 
ter farm housing in general. 
Last November 7 the AFL-CIO executive council adopted a state- 
ment on housing which pointed out that discrimination in housing te 
because of race, creed, color, or national origin is contrary to the 
democratic way of life. Housing built with the aid of Federal funds h 
or as a result of Federal programs should be equally available to all v 
families regardless of race, color, creed, or national origin. € 
The New York Sunday Times Magazine last fall carried a story on q 
the meaning of an intelligent urban renewal program to the city of 
New Haven. Here, the city condemned 40 acres of rat-infested | 1 


tenements which had cost $200,000 annually in police, health, fire- a 
and other public services and which bred crime and delinquency. t] 

Land condemned and purchased through the New Haven program b 
was resold to private enterprise which agreed to participate in a mas- 0 
ter plan of renewal. Soon New Haven’s central area will be wealth- b 
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creatively. This once-blighted area will produce an additional 
$300,000 in city tax revenue, while costs of public services are ex- 
pected to drop to $100,000 annually. 

This progress could not have been made without Federal urban re- 
newal funds. It illustrates what can and must be done elsewhere. 
Federal funds used in this fashion help the people to help them- 
selves and give meaning to our American enterprise yee 

Congress now has a unique opportunity to provide historic service 
to the Nation in the field of housing legislation. A bold program will 
help to spark the growth America needs. It will create new wealth 
and help to overcome inflation. 

Now is a time for bold action and vision. As Franklin Roosevelt 
declared in a far more difficult situation, we need fear only fear itself. 
In passing a broad scope housing bill, Congress will help to banish 
fear and trembling from the land. 

In general, the program and principles spelled out in S. 193 is the 
kind America needs and which labor supports. We urge passage of 
such a bill without undue delay. 

The industrial union department, AFL-CIO, thanks the members 
of this committee for this opportunity to present the views of indus- 
trial labor on this vital issue. Together with the majority of Amer- 
icans, we look forward to courageous and positive action by the 86th 
Congress in the field of housing. 

Thank you, gentlemen. 

Mr. Apponizio (presiding). Mr. Whitehouse, that was a fine and 
comprehensive statement and one I find myself in almost total agree- 
ment with. However, before I ask any questions I would like to ac- 
knowledge the presence of our chairman of the full Banking and Cur- 
ey Committee, the distinguished gentlemen from Kentucky, Mr. 
opence., 

Bho you have any questions, Mr. Spence? 

Mr. Seence. I came here to hear my friend, Mr. Whitehouse, testify. 
He has not only been my friend for years, but he is my neighbor. 
He lives in my district and he has been a constant, faithful, and 
warm supporter. I appreciate it very much. 

Mr. Wurrenovse. I think I have voted for you 26 times and hope 
I can 36 times more. 

Mr. Apponiz1o. Well, we of the committee feel the same way and 
we hope you will have the pleasure of supporting him for many years 
to come. 

Mr. Whitehouse, I noticed in your statement that. any real, effective 
housing bill in your judgment would not be inflationary. I was 
wondering whether you would care to comment further on that, be- 
cause it seems to be the thinking of this administration that an ade- 
quate housing bill certainly would be inflationary. 

Mr. Wurrrnovuse. Well, as I think I said in my prepared testimony, 
inost everything that is designed to help the people is called inflation- 
ary by the administration this year. We don’t think, for reasons 
that are set forth, like the housing project in New Haven and a num- 
ber of others, that any housing program, no matter how many billions 
of dollars it cost, would be inflationary. We think the opposite would 
be true really, because of improved business, less crime, sickness, and 
taxes of the people to give police protection, fire protection, and hos- 
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pitalization, and so forth to people in the slums and living under 
poor housing conditions. We think that any amount of money, 
whether it be 8 billion or 16 billion dollars spread out over the time 
contemplated would certainly not be inflationary. It would work the 
opposite. 

Mr. Apponizio. I see in your statement that you said that it is esti- 
mated that at least 2 million new units must be built annually just to 
keep up with replacement needs. 

Do you have any facts to sustain that? 

Mr. Eperman. Congressman, the overall figures provided in Mr. 
Wheaton’s testimony, Mr. Wheaton representing the National Hous- 
ing Conference, are, I think, the most authoritative and accurate 
statement of overall need represented to either of the committees and 
it seemed to us on the basis of our own independent spot surveys 
throughout the United States that these figures are conservative and 
we stand on them. 

Mr. Apponizio. Any questions? 

Mr. Wipnatu. Yes, Mr. Chairman. I listened to your statement 
and I certainly admire the admirable objectives that you outline. I 
think we do have an honest difference of opinion as to the approach 
by which to attain these objectives. Sometimes these are debated 
in the Congress and also on the stump at election time. 

On page 5 you said housing built with the aid of Federal funds or 
as a result of Federal programs should be equally available to all 
families regardless of race, color, creed, or national origin. Has the 
public housing program been administered that way 4 

Mr. Wuitrenovse. I wouldn’t say that it has been administered 
uniformly all over the Nation completely that way. 

Mr. Wipnatu. Well, does your statement mean that you want public 
housing available to the people whether it be on a desegregated basis 
or on a separate but equal basis? 

Mr. Wuirenouse. Speaking for the Industrial Union Department, 
AFL-CIO, we don’t believe in the separate but equal theory. 

Mr. Wipna.t. Isn’t it true that.if more local autonomy was provided 
the public housing authorities, you would have more and more “sep- 
arate but equal” situations ? 

Mr. Wuitrenouse. In some communities as a practical matter it 
may work out that way, but we believe in true desegregation. 

Mr. Apponizio. May I just interject there to say that certainly any 
public housing that is authorized here is not done on a separate but 
equal basis. It is provided for all of the people. Now, I can speak 
surely of my own area and there certainly is no segregated public 
housing in the State of New Jersey that I know of. Now it may 
very well be that there is in some Southern States, but that is some- 
thing the executive branch of government could take care of. 

Mr. Wipnatz. Mr. Chairman, I am getting at this, too. Part of 
your statement in connection with urban renewal and cleaning out 
the slums and providing better opportunities, which we all agree 
with, is addressed to the fact that 1t lowers the police cost. That is 
one item. In a number of areas in the United States where we have 
had public housing programs we have seen the necessity to increase 
the police force in order to take care of the conditions that arise, 
sometimes because of this very thing that we are talking about. 
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I am thinking particularly of Chicago. I am thinking also of 
New York City—some instances there—and I believe there is a com- 
mission that is investigating that at the present time. I feel that this 
is a subject that ought to be clarified and I personally am in favor of 
desegregaing public housing if we are going to have it, but from my 
own observation I have seen operating in many, many areas of the 
United States fully segregated public housing. I think the people 
ought to know that. That ought to be in the record. 

Now, is that your own observation ? 

Mr. Wuirenouse. I would say, to repeat, in some cases as a prac- 
tical matter it works out that way, but I would say that usually the 
separate but equal theory proves inflationary. That could very well 
be one inflationary aspect of this. But a desegregated program is 
what we are proposing and advocating. 

Mr. Wipnatu. Mr. Whitehouse, the next question is this: All of 
these programs—not all of these programs, but a number of these 
programs—involve some direct grants from the Government in the 
nature of a Federal subsidy where the Federal borrowing is a greater 
cost than the income from Federal lending. All of these programs, 
if enacted, would increase the projected deficit. Actually while there 
is talk about a $70 million surplus I think most realize there is every 
possibility of a deficit without further programs. 

For other departments of the Government, Congress is being asked 
for additional money. Some want $5 billion more for national 
defense. Some want more for foreign aid, more for highways. Cer- 
tainly education is not to be neglected and is high on the priority list. 

If all of these areas are financed to a greater extent, creating more 
and more budgetary deficit, do we not inevitably get higher prices 
and higher costs all the way along the line? 

Mr. Wurrenouse. We don’t get higher prices because of helping 
industry revive itself. For instance, nothing in the bills advocated in 
my testimony would be inflationary at all. They wouldn’t even get, 
for instance, my own industry, the steel industry, back at a 100 percent 
of operation. I testified here, and the latest figures from the Iron and 
Steel Institute will show, I think, that the industry is working at 
about 75 percent of the capacity. ‘Twenty-five percent is lying idle, 
and I know tens of thousands of the members of the United Steel- 
workers of America are idle, too, ready, willing, and able for work. 

Now, what is true in the steel industry is true in many other indus- 
tries, and it will take far more than the $6 billion advocated in the 
Clark bill to get them back to work, let alone be inflationary, and if 
that be inflationary, that all Americans are ready, willing, and able to 
work, then let’s have it quickly. 

Mr. Wipnat. But if we give $5 billion more for national defense 
and appropriate the $6 billion in the Clark bill, and there are good 
protagonists in every corner for worthwhile needs that can be shown 
in every area, doesn’t that mean that you then have so much demand 
for the dollar that you inevitably build up prices because there is a 
bidding to get the steel, there is a bididng to get all of the other 
materials to an extent where you have got more demand than you can 
handle at one time. 

We have seen this happen in the past. This is not a question of 
whether the President is right in what he offers as the final answer. 
The question is: If we make some changes in the budget, what should 
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be the priorities, where can the most employment be created, where 
can the best business be created, so we siikek the best results for the 
whole country ? 

Mr. Wurrenovse. Certainly, if the intent is to help the people, no 
program, since you speak of all of the programs that are going to be 
requested, certainly no program can do more to help all of the people 
that I know of, just thinking here out loud, than the housing program 
and urban renewal programs, the cleaning up of slums. 

It helps the ill housed become well fed and well housed and well 
clothed, because it is a natural followup. You do not see ill-kept 
a living in well-kept houses usually. 

Mr. Wipnatt. I can certainly agree with you on that, and on the 
urban renewal program I am in disagreement with the administration 
as I feel that certainly the present percentages should be kept by way 
of participation and I think that the amount should be increased from 
that which has been requested by the President. However, I am also 
very conscious of the fact that when we talk about $6 billion for 10 
years, if prices go up, if we have further inflation, that same $6 billion 
of proposed spending by the end of 10 years is going to cost $8 billion 
or $9 billion, if we don’t hold the line somewhere and keep the value 
of the dollar. 

This is not being against the program, but it is being conscious of 
the fact that to do the same work you are going to have to pay a lot 
more unless we keep the value of the dollar. That is what many of 
us are trying to address our attention to, to see where the priorities 
are, where we can get the most help for the taxpayer, which includes 
every member of the AFL-CIO and those who are not wniion 
members. 

Mr. Wurrenovuse. I hope you agree and the Congress agrees that 
there are at least $6 billion worth of priorities in this housing program. 

Mr. Wiwnatt. That isall. Thank you. 

Mr. Apponizio. Mr. Barrett. 

Mr. Barrett. Mr. Whitehouse, I think you have submitted one of 
the finest statements ever submitted to this committee. 

Mr. Wuitenovse. Thank you. 

Mr. Barrerr. It is humane in every detail and it is one in which I 
concur wholeheartedly. It always concerns me very much, when we 
are interested in doing something for the average American family, 
how the inflationary situation seems to crop up. When it is legislation 
for the lenders and the bankers, there is never the question of inflation. 
It always occurs when it concerns the people who need it most, and 
it is an indication that those at the top level do not want to do anything 
in the interest of the people who need it. I think we need more AFL- 
CIO’s, and more Mr. Whitehouses coming before this committee. 

Mr. Wurrenovuse. Thank you; you are very kind. 

Mr. Apponizio. Any questions / 

Mrs. Sutttvan. No questions at this time. 

Mr. Miter. I havea question, Mr. Chairman. 

In previous testimony before this committee, and probably we will 
hear this again, the matter of the interest rate has been paramount 
in the testimony of the witnesses. I think your answer to the question 
is implicit in your testimony, but I would like, for the purposes of the 
record, to ask you whether you feel that an increase or a greater flexibil- 
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ity of the interest rate, flexibility upward it seems, is the answer to our 
problem. Now, other witnesses Lewd testified that it is possibly produc- 
tion which is an answer to our problem. I think, as you have answered 
Mr. Widnall, that production and greater production is anti-inflation- 
ary, and it is during times of stagnation that price increases occur. 

n fact, a survey during the last 60 years has indicated that it is 
periods of stagnation in which we have the greatest inflation in prices 
and ce ape of productive expansion in which the price line has been 
best held. But to my question: Do you believe that a greater flexibility 
of the interest rate is the basic problem that we face today in home 
construction, or do you feel that there are other factors which are 
more important to give us more housing ? 

Mr. Wuirenovse. I feel there are other factors as well as the interest 
rate, but that is one of the chief ones that slows it up or helps it. 

Mr. Epetman. Mr. Congressman, some years ago, when we had a 
better research setup in the housing agencies of the Government, a 
rough estimate was made on the impact of increasing interest rates 
on construction costs, and at one time there was a rule of thumb that 
a 1 percent interest on money used for housing would produce the 
equivalent to the consumer of a $1 per room per month increase in 
rentals. I do not know whether this figure applies today. I do think 
that there ought to be sufficient understanding of this problem and 
information made available to the Congress so that we could precisely 
identify the impact that interest rate increases means to the ultimate 
consumer of shelter. 

It is certainly appreciable, and it is certainly an immediate and 
drastic deterrent to accepting obligations in the construction field 
over a very wide area of the economy. 

Mr. Mixer. Thank you. One further question. Did you hear the 
testimony of the sea! witness, Mr. Mitnick? 

Mr. Wuirrnovse. No, I did not. Part of it I did. 

Mr. Mitier. Well, in his testimony he indicated if the rate were in- 
creased to 514 percent for VA money, that there wouldn’t be sufficient 
mortgage money available in the near future. Do you have any ex- 
perience or evidence to indicate that this would be true, or not true, 
that there is any money available at this rate? 

Mr. Epetman. Could I just point out in this connection, Mr. Chair- 
man, that the financial journals have recently been carrying stories to 
the effect that the plant expansion program has virtually come to a 
standstill and that it is perfectly evident that a very substantial por- 
tion of liquid funds available in this country in the last several years 
have been going into plant expansion. 

This program is now obviously coming to a conclusion, and it seems 
to those of us who have been watching it that there will be funds avail- 
able with guaranteed yield, such as low-income mortgages, guaranteed 
mortgages on lower income or moderate income housing, and on that 
basis it seems to me there should be a fairly ample supply of funds 
available in the light of present. economic conditions. 

Mr. Minter. Thank you. 

Mr. Wipnati. Mr. Whitehouse, I would like to direct this further 
comment: I was interested in talking to Mr. Cowles Andrews, who 
testified on behalf of the American Bankers Association, that the 
unions have shown increased interest in mortgage lending for housing 
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purposes, and that they are very hopeful in the near future that they 
are going to have some sort of package arrangement where the servic- 
ing of loans will be set up in such a way that can be very beneficial for 
housing and for the use of welfare funds for that purpose. 

I would like to commend the unions on the work they are doing along 
that line. 

Mr. Wurrenovuse. If we do, it won’t be at high interest rates, either. 

Mr. Apponizio. If there are no further questions, Mr. Whitehouse, 
you may step aside. Thank you very much for your comments. 

Our next witness is Mr. Harry Held, representing the National As- 
sociation of Mutual Savings Banks, accompanied by Mr. Saul Kla- 
man. 

Mr. Held, I see you have a lengthy statement. I was wondering if 
you would insert it in the record and summarize your statement. There 
is a possibility that the House may have a rollcall immediately after it 
convenes at 12 0’clock. 


STATEMENT OF HARRY HELD, SENIOR VICE PRESIDENT, BOWERY 
SAVINGS BANK, AND CHAIRMAN OF COMMITTEE ON MORT- 
GAGE INVESTMENT, NAMSB, ACCOMPANIED BY SAUL KLAMAN, 
ECONOMIST, ON BEHALF OF NATIONAL ASSOCIATION OF MU- 
TUAL SAVINGS BANKS 


Mr. Hexp. I think I could summarize it by picking out various 
paragraphs, eliminating the first introduction, and just hitting cer- 
tain highlights in here. For instance, in the fourth paragraph, cur- 
rent evidence on the state of housing and the mortgage market seems 
to indicate that there is little justification for much of the legislation 
included in H.R. 2857. Private housing starts, rising markedly after 
early 1958, have recently reached the near-record level of 1.4 million 
units, and the outlook is for a continued high volume of building in 
1959. Mortgage commitments from leading lender groups are nearly 
three-fourths higher now than they were in early 1958. This large 
backlog alone assures the maintenance of active homebuilding through 
the first half of 1959, at least. The continued large inflow of savings, 
high consumer incomes, and the lack of mortgages available for im- 
mediate delivery indicate that investors will be seeking mortgage 
commitments for new construction throughout the year, as they are 
now. 

Moreover, it is significant that builders themselves, not generally 
noted for outspoken optimism about homebuilding prospects, are re- 
porting a big housing year in 1959. Most of the builders interviewed 
at their annual convention in January reported plans to build more 
houses in 1959 than in 1958, or at least as many. Many reported, 
also, that they have already lined up most or all of the financing 
required to increase home construction this year. In view of this evi- 
dence, I find myself in wholehearted agreement with the reported 
statement of an official of the National Association of Home Builders 
that: “It’s going to be hard to justify additional spending to Congress 
when it looks like the industry is going to have a good year anyway.” 

Indeed, additional Federal spending or further liberalization of 
Federal housing programs in a year of general economic expansion 
and potential inflationary pressures seems patently unwise. Our as- 
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sociation’s views on the importance of maintaining fiscal soundness 

and achieving a balanced budget in 1959 have been expressed in a 

letter to the President, which we would like to present for the record. 
(The letter referred to is as follows :) 


[News release, National Association of Mutual Savings Banks, New York, N.Y., Feb. 2, 
1959) 


New York, February 2.—President Eisenhower’s appeal to the public for self- 
restraint and thrift in connection with this Nation’s fight against inflation has 
been endorsed by the National Association of Mutual Savings Banks. 

The association’s action came in connection with approval of a letter to the 
President from NAMSB President William A. Lyon. In his letter, Mr. Lyon 
asserted that inflation is not inevitable and referred to the fact that prices 
have remained stable during the past 6 months. He predicted that economic 
stability can be maintained, contingent on public insistence on a balanced budget 
for fiscal 1960, practice of sound monetary and fiscal policies by the Government, 
restraint by both labor and management in wage and price policies, and a con- 
tinuation of a high level of personal savings. 

Representatives of the association will use President Lyon’s letter in test- 
mony today before the House Banking and Currency Committee’s Subcommittee 
on Housing in connection with proposed housing legislation. Lyon’s letter 
asserted that housing legislation should not contribute toward unbalancing the 
budget. The text of his letter to President Eisenhower is attached. 


JANUARY 30, 1959. 
The PRESIDENT, 
The White House, Washington, D.C. 


DEAR MR. PresipeENT: The mutual savings banking industry, as the oldest in- 
dustry in the Nation founded upon and dedicated to the furtherance of thrift, 
takes this opportunity to commend your periodic pronouncements on the vital 
role of thrift in the Nation’s economy. Our industry was particularly impressed 
by your recent state of the Union message in which you again underlined the 
importance of savings: 

“Thrift is one of the characteristics that have made this Nation great; why 
should we ignore it now? We must avoid any contribution to inflationary proc- 
esses which could disrupt sound growth in our economy. * * * Inflation would 
reduce job opportunities, price us out of world markets, shrink the value of sav- 
ings, and penalize the thrift so essential to finance a growing economy.” 

More than 22 million depositors have stockpiled $34.1 billion in the Nation’s 
518 mutual savings banks. These real savings provide a bulwark against in- 
dividual emergencies and constitute a noninflationary investment in the future 
of America. They represent belief in the Government’s fight against further 
depreciation of purchasing power and its earnest seeking for discipline in Gov- 
ernment fiscal affairs. 

Prices during the last 6 months have been stable, indicating that inflation is 
not inevitable and that economic stability can be maintained. The immediate 
dangers of inflation, as reflected graphically in rising stock prices, have been ex- 
aggerated in light of the fact that our working force is not yet fully absorbed by 
industry. We have unused productive capacity. Farm output and surpluses 
are reaching new highs. We have high rates of individual savings. We are 
witnessing technological and productivity advances. And we have the prospect 
of a balanced budget. 

Public insistence on a balanced budget for fiscal 1960, restraints by both labor 
and management in wage and price policies, sound monetary and fiscal policies, 
and a continued high level of personal savings can help to maintain economic 
growth with stability. 

We, in the savings banking industry, endorse your insistence on a balanced 
Federal budget and share your hope that further depreciation of the dollar can 
be avoided. For example, we believe that housing legislation should not con- 
tribute to unbalancing the budget. 

We urge you to continue the good fight against corrosive inflation by exhort- 
ing all Americans to save for a sound dollar through systematic savings in the 
Nation’s varied forms of thrift facilities. 

Yours respectfully, 


WitirAM A, Lyon, President. 
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Mr. Hep. Housing credit policy cannot be made in an economic | s 
vacuum, nor can ios teousion sector be singled out for special treat- | 
ment and constant stimulation, if we are to maintan the integrity of i 
our currency. As the Joint Economic Committee has said: e 

Public policies must face up squarely to the problem of inflation. Restrain- 0 
ing inflation never has been and never will be an easy job. It requires making Cc 
hard decisions in public policies to contend with problems which may become E 
increasingly complex. 

The availability of residential mortgage credit, with which this 1 
subcommittee is so vitally concerned, depends ultimately on the vol- f 
ume of long-term savings of individuals. If individuals become con- I 
vinced that our Federal Government is unable to take steps to main- ¢ 
tain the value of the dollar, their willingness to save will be reduced V 
and so, therefore, will be the volume of credit for housing and other 4 
types of capital formation. While in the short run, therefore, it may i 
appear that residential mortgage markets suffer at the hands of an V 
anti-inflationary policy, only through such a policy can the supply a 
of mortgage credit be increased in the long run. n 

The Senate Banking and Currency Committee’s Subcommittee on t 
Housing has undertaken a study of mortgage credit as a basis for 
housing legislation. It is respectfully suggested that the results of i 
this study be awaited before plunging into broad new Federal actions. 0 
As I noted at the outset of this statement, there is no urgency for \ t 
sweeping housing legislation this year. Economic conditions in early t 
1959 are far different from those which led to emergency housing e 
legislation in early 1958. I 

In this setting, the action which we deem immediately essential is Cl 
the interim authorization for FHA mortgage insurance provided 1 
under House Joint Resolution 89. Unless this authorization is in- : 
creased forthwith, FHA mortgage insuring activity may be stopped t 
in view of the imminent exhaustion of present insurance limits. I | ¢ 
urge the committee, therefore, to take separate action in this vital » § 
area, and not permit the FHA program to lapse while a broad hous- s 
ing legislation program is being considered. | P 

Further, we endorse legislation embodied in section 102 of H.R. | 
3319 removing limitations on the volume of mortgage insurance which Ii 
may be written by the Federal Housing Administration. We agree 
with the chairman of this subcommittee that “it is impossible to deter- e 
mine an appropriate figure,” by which FHA/’s insurance authoriza- u 
tion should be increased, and that “there is a serious margin of error n 
in the estimates of how long any given increase in FHA’s authoriza- ys 
tion will last * * *.” The expiration of authorization limits often | f 
results in serious disturbances to private home construction and = © 
financing. The elimination of arbitrary authorization ceilings, more- | P 
over, in no way increases the financial risk to the Federal Govern- I 
ment. We, therefore, urge removal of such ceilings on FHA perma- . 


nent insurance programs. 
We have no objection to that part of section 102 of H.R. 2357 t 
which authorizes an increase in the maximum amounts of FHA mort- 


gage insurance from $20,000 to $25,000 for 1- and 2-family houses. | *© 
These proposed increases reflect the general rise in housing prices as » 
well as the shift in the price structure in the years since present d 
ceilings were established. We approve, also, of the provision under Pp 
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section 102 of the Rains bill permitting loans to builders on the 
same terms as to owner-occupants under the present section 203(b), 
provided that 15 percent of the mortgage proceeds are placed in 


escrow for an 18-month period pending the securing of an owner- 


occupant purchaser. This legislation would eliminate costly dupli- 
cation of financing costs and give added impetus to the use of trade-in 
programs by builders. 

We agree, furthermore, with the provision under sections 104 and 
105 of H.R. 2357 providing for increased mortgage insurance limits 
for the FHA programs under section 207 and section 213. In con- 
nection with these programs, we would urge your subcommittee to 
consider favorably the request of the administration to increase the 
maximum permissible interest rate on outstanding balances from 
41% to 5144 percent. This would avoid the large discounts required 
in many areas to bring these mortgage yields into competitive range 
with yields on other mortgages and capital market securities. To 
administer these programs effectively without the complexities of 
market. discounts, the FHA Commissioner should at least be given 
the authority to raise maximum interest rates. 

With respect to the provisions in H.R. 2357, further liberalizing 
maturity and downpayment requiremertts under the FHA program, 
our industry sincerely believes these to be unnecessary and not in 
the public interest. The subcommittee is undoubtedly aware that 
the sharp increase in housing units started in 1958 was due almost 
entirely to the nearly 80 percent expansion in houses financed with 
FHA mortgage insurance. FHA-insured units represented 29 per- 


cent of the 1,130,000 private units built in 1958, compared with under 


19 percent of the less than 1 million units built in 1957. 

Moreover, the number of dwellings units represented in applica- 
tions for FHA home mortgage insurance has reached new peak levels 
and for the full year 1958 is likely to be double the number in 1957 
and nearly half again as large as the previous all-time high in 1955. 
Surely, there is little evidence from these data that FHA housing 
programs are in need of immediate further stimulation. 

Other important considerations associated with excessive credit 
liberalization should not be overlooked. The cost to the mortgage 
borrower increases considerably when maturities are lengthened. For 
example, on a mortgage of $12,750, the borrower pays $1,939 more 
in interest on a 35-year loan than he does on a 30-year loan. He 
may also pay more for the privilege of homeownership in the form 
of higher housing prices. ce housing expert, in a research report 
for the Senate Banking and Currency Committee, finds that easier 
credit terms usually result in higher housing prices than would 
prevail under less liberal terms. (Ramsay Wood, “Credit. Terms and 
Demand for Residential Construction,” in “Study of Mortgage 
Credit.” Senate Committee on Banking and Currency, Subcommittee 
on Housing, 1958). I commend this study, as well as other studies in 
this volume, to the subcommittee’s attention. 

It is to be noted, also, that lengthening of mortgage maturities 
substantially reduces the funds available from lenders to reinvest in 
new mortgages. For eaxmple, on a $1 million mortgage portfolio, 
during the first 5 pears funds. flowing back to lenders on 20-year 514 
percent mortgages amount to $162,000, on a 30-year mortgage $79,000, 
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and on a 35-year mortgage only $57,000. Quite clearly as maturity 
provisions are successively liberalized, the return flow of funds avail- 
able for reinvestment is reduced, directly affecting the ability of 
private lenders to finance new housing—an often expressed concern of 
Congress. 

Your return of principal is about 5.7 percent in the first 5 years, 
with a 35-year mortgage, which would be insufficient even to take care 
of depreciation. 

In any even, it would seem to make much more economic sense to 
save our ammunition to stimulate housing demand when we are in 
a period of economic adversity, not. economic expansion. Credit 
terms have already been so broadly liberalized in the postwar years 
that we have hardly any ammunition left in this area. Let’s not 
exhaust our remaining fire power in a period when demand is strong. 
Finally, if it is the chairman’s view that it is the supply of housing 
credit which is inadequate, we fail to see how liberalizing mortgage 
terms to stimulate demand will bring forth one additional dollar of 
mortgage money. Rather, it is likely to succeed only in adding bid- 
ders for the same amount of funds, with only one result—more strin- 
gent credit and higher housing prices. 

With respect to the FHA insurance premium rate, we object to the 
requirement under section 102 of the Rains bill that it be reduced 
to one-fourth of 1 percent. Rather we favor legislation permitting the 
FHA to reduce the rate if actuarial study proves such action feasible. 
We see no purpose served, either, in requiring FHA to report to 
Congress before taking action. Once again we urge the committee to 
withhold action in this area pending completion, by the Senate 
Banking and Currency Committee’s Subcommittee on Housing, of its 
comprehensive mortgage study including the FHA premium rate 
question. 

With respect to section 114 of H.R. 2357, while we in no way 
desire to minimize the necessity for expanding nursing facilities for 
our elderly citizens, we seriously doubt whether it is appropriate for 
FHA to insure mortgage loans for the construction of such facilities. 
Even though provision is made for consultation by th FHA Commis- 
sioner with state and Federal health agencies, we believe that the 
technical assistance which the Commissioner himself will require will 
be substantial. Furthermore, our experience indicates that the deter- 
mination of the “estimated value of the property or projects when 
the proposed improvements are completed” in the case of a nursing 
home involves some very complicated evaluation and underwriting 
processes. We, therefore, seriously question the need of adding an- 
other special purpose, highly technical, program to FHA’s already 
greatly enlarged activities. 

We vigorously oppose the introduction of a new program under 
title IT of H.R. 2357 authorizing direct Federal loans to nonprofit 
corporations to provide housing and related facilities for elderly 
persons. The funds for this program would be obtained directly from 
the U.S. Treasury in an amount up to $200 million. This provision, 
therefore, would be a direct drain on Federal Government finances 
and a further encroachment of direct Federal lending in an area of 
private mortgage finance. We are in favor of a program to provide 
adequate housing for our Nation’s elderly persons, but see no justifi- 
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cation or need for the Federal Government directly to provide the 
funds for such a program. 

In this respect we find ourselves in substantial agreement with 
section 115 of S. 612, which would continue to provide for “elderly 
housing” under the FHA insurance program. We do, however, feel 
that FHA, as a mortgage insuring agency, should not insure loans for 
any purpose unless there is a reasonable expectation that the project 
will be capable of meeting its mortgage obligations. While the term 
“economically sound,” as used in connection with standard rental 
housing under section 207, may be too broad for application to hous- 
ing for the elderly, we believe that such projects should be in a posi- 
tion to attain “economic soundness for their type of use,” and suggest 
that a provision to this effect be included in the program. 

Title III of the Rains bill provides for further liberalization and 
expansion of the FNMA program, provisions which are hardly justi- 
fiable. Proposals to extend the par purchase requirement and to in- 
crease the special support fund for FHA and GI mortgages under 
FNMA’s special assistance program are particularly unwarranted. 
These proposals to make Federal money directly available for mort- 
gage lending without regard to market yield, would put additional 
strain on the Federal Budget, add to inflationary pressures, and make 
further inroads into the private sector of mortgage and housing 
markets. 

This seems an extreme and roundabout action to solve a problem 
created by arbitrarily established interest rates on FHA and VA 
loans. A more reasonable and salutary approach would be a direct 
attack on interest rate rigidities in Federal mortgage programs. Only 
when interest rate flexibility is permitted in the mortgage market, as 
it is in other sectors of the capital market, will the volatility of mort- 
gage flows and swings in housing activity be reduced. Once again may 
I respectfully refer the subcommittee to the scholarly papers on this 
point appearing in the “Study of Mortgage Credit” compiled by the 
Housing Subcommittee of the Senate Committee on Banking and 
Currency. See especially the papers by Miles L. Colean, Saul B. 
Klaman, and James J. O’Leary. 

And we are very happy to see the Veterans’ Affairs Committee 
decided to increase the interest rate on VA loans and make that 
program effective. 

It was never intended that the Federal National Mortgage Associa- 
tion should be pressed into service as a primary lender to sustain a 
submarket interest rate structure. Such a primary lending operation 
puts excessive and unnecessary strains on the Federal Government. 
Our national association firmly believes in the need for a true stand- 
by secondary mortgage facility which would provide funds in areas 
of capital shortage and increase the general liquidity in mortgage 
markets. We are equally firm in our belief that when this function 


is modified to put the Government directly into the mortgage lend- 
ing business, it represents an invasion into private finance, unhealthy 
and unsound from the point of view of the Government, individuals, 
and the economy at large. 

Title IV of the Rains bill deals with urban renewal. The national 
association has strongly supported the aims of this program. It 
appreciates the wisdom of maintaining our communities in good 
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physical condition and of restoring them to that condition where they 
have deteriorated due to reasons other than abandonment of location. 
Our current policy supports active participation by all member banks 
in rehabilitation and renovation of slum areas in their communities, 
and in planning and financing urban redevelopmet. However, in 
viewing this phase of proposed Federal housing legislation, the na- 
tional association emphasizes the need of measuring the desirable 
against the feasible, and shaping the legislation accordingly. 

It is essential, therefore, that at this stage in the business cycle 
when a balanced budget is required for a sound and responsible fiscal 
policy, that all demands upon the Federal Government be closely 
appraised. The credit of our Nation depends upon its financial 
soundness and all funds ultimately come from the citizens. The 
national association, therefore, recommends that serious consideration 
be given to the approach adopted by the administration bill, H.R. 
3319, because this will place a smaller strain on the Federal budget 
than section 403 of H.R. 2357, while still providing funds with which 
the urban renewal program can operate. 

Section 802 of H.R. 2357 would have the effect of substantially 
increasing insurance available through the Federal Savings and Loan 
Insurance Corporation for shareholders in savings and loan associa- 
tions. Without expressing at this time any view on the desirability 
of such a result, the national association invites attention to the need 
for making a comparable adjustment in limits applicable to insurance 
made available through the Federal Deposit Insurance Corporaticn, 
whenever an adjustment is made in FSLIC insurance limits. While it 
is realized amendment of the Federal Deposit Insurance Act is not to 
be expected in a housing bill, it is nevertheless true that the committee 
of which this subcommittee is a part has jurisdiction over legislation 
affecting FDIC insurance. 

Should any increase in FSLIC insurance limits be included in this 
bill as reported, it is respectfully requested that the report accompany- 
ing the bill urge a like adjustment in FDIC insurance limits. Other- 
wise, opposition to the increase in the FSLIC insurance limit is likely 
to crystallize, lest savings and loan associations whose shares are 
insured through one Federal agency gain an undue competitive ad- 
vantage over other types of financial institutions whose deposits are 
insured through a different Federal agency. 

The National Association of Mutual Savings Banks has actively 
supported continuation of the Voluntary Home Mortgage Credit 
Program as a useful adjunct to private financing of homeownership. 
This program plays a valuable role in uncovering a source of mortgage 
funds from private lending institutions for areas that might other- 
wise suffer a shortage of such funds. Every mortgage loan made 
through this channel to that extent makes it unnecessary to seek 
further direct Government aid in home financing. It is noted that 
the administration bill provides for a 2-year extension of life for 
VHMCP beyond its sdlicdlivled expiration date of July 31, 1959. 


H.R. 2357, on the other hand, provides for no extension. This pro- 

ram is an example of a forward-looking effort being made by private 
ending institutions to supply the legitimate needs for residential 
mortgage funds. Such efforts should not be allowed to lapse. They 
should be encouraged by continuing the life of VHMCP. 
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Mr. Chairman, this concludes our testimony. I again wish to 
thank you for the privilege of presenting it on behalf of the National 
Association of Mutual Savings Banks. 

Mr. Apponiz1o. Thank you, Mr. Held. You have been very kind 
to summarize your statement in that way, and we appreciate it. I 
just have one or two questions, and then I will pass on. 

At the bottom of page 1 of your statement you say that current 
evidence indicates there is little justification for much of the legisla- 
tion included in H.R. 2357, which is the Rains bill ? 

Mr. Hep. Yes, sir. 

Mr. Apponiz1o. Then you go on to indicate what the market is and 
what the situation is, as far as housing starts are concerned, in the 
future. To my mind, I would think this is a result of the emergency 
housing bill that the Congress passed in the last session or the begin- 
ning of last year. Would you say that is the reason? 

Mr. Hexp. I think that is somewhat debatable. I think that, after 
all, the emergency housing bill was passed, I believe, in April. 

Mr. Apponiz1o. Well, it is true, isn’t it, that the housing business 
was in sort of a recession, and that the emergency housing bill was 
passed, and then it started to pick up immediately thereafter ? 

Mr. Herp. In the latter part of 1957, yes, the housing industry was 
in difficulty. There was a lack of mortgage money, but by the time 
the housing bill had been passed, there were substantial funds in the 
market, witness $450 million worth of mortgages having been bought 
out of the Federal National Mortgage portfolio to fill institutional 
portfolios. This $450 million was available for mortgage credit. 
There were no mortgages available on the market, so lenders had to 
resort to purchases from Federal National Mortgage Association and, 
as you know, the price on mortgages continued to go upward until 
July. 

Now, this billion-dollar program was limited to $13,500 as a maxi- 
mum amount, and I think that the big effect of the billion-dollar 
amount was to stimulate in the $13,500 bracket and under, and to 
bring down the price of houses, as has been mentioned before in 
testimony. 

Mr. Apponizio. As a result of everything you have said, you seem 
to indicate we should not further liberalize the Federal housing pro- 
gram, and you say here that these will cause continued inflationary 
pressures ? 

Mr. Hexp. Yes. 

Mr. Apponizio. I disagree with you very strongly, because I can 
visualize just offhand about 414 million people still unemployed, and 
I know, for example, even according to the testimony of the witness 
just preceding you, that the steel mills of the country are only working 
at 75 percent of capacity, and if there has been any price increases 
it has come about in the monopolistic industries, rather than in the 
competitive industries. 

Mr. Hep. But by the same token, the same witness mentioned that 
industrial construction had virtually stopped, and industrial con- 
struction takes a —— deal more steel than eonte construction does 
generally, and there is every indication that industrial and com- 


mercial construction will again start to move in the middle of this 
year. 
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Mr. Apponiz1o. Well, this is a subject we could argue about for 
some time, and rather than get into some debate on it, in view of the 
fact that time is of the essence, I will pass along to my colleagues, 

Do you have any questions ? 

Mrs. Sutiivan. No questions. 

Mr. Hexvp. With your permission, I would like to have Mr. Klaman, 
who is our economist, make some comment. 

Mr. Kiaman. I would like to make one comment. 

We have never said that inflation is inevitable. We say there is a 
great deal of stability. But we say this is not the year to aggravate 
the situation when we are expanding rapidly, and the evidence of an 
inflationary psychology is apparent in the fact that the Government 
has a difficult time in financing its debt. It recently refunded some 
$14 billion of debt, with a 4 percent note, refunding a ‘2M, percent note, 
Bond yields are rising rapidly, stock market prices are rising rapidly. 
Investors are unwilling to buy debt instruments rather than equities, 
and there is a whole basic philosophy in here as to how much the 
Federal Government is willing to unbalance its budget during a year 
of economic expansion, and if we don’t demonstrate our willingness 
to combat this kind of inflationary pressure ea psychology, then it 
is unlikely we can ever do it. And this whole area of how much the 
Federal Government injects into private credit markets and how much 
it suggests that the availability of mortgage credit should be achieved 
by nonprivate competitive forces is quite fundamental in the whole 
area of public policy. 

The final point is, if it is the supply of mortgage funds that are 
inadequate, we fail to see how liberalizing the demand for funds 
brings one additional dollar. It is, on the contrary, stimulating the 
supply, and by making 35-year mortgages and no downpayments, this 
doesn’t bring forth a dollar of mortgage credit, it simply bids up the 
price for the supplies of existing mortgage credit. 

Mr. Apponizio. Thank you very much for your testimony. 

Our next witness is Mr. Samuel, Neel, of the Mortgage Bankers 
Association. 


STATEMENT OF SAMUEL E. NEEL, GENERAL COUNSEL, MORT- 
GAGE BANKERS ASSOCIATION OF AMERICA 


Mr. Negev. Thank you, Mr. Chairman. I have a written statement 
which I would like to incorporate into the record, and I will not at- 
tempt to re: ad it. 

(The statement is as follows :) 


STATEMENT OF SAMUEL FE. NEEL, GENERAL COUNSEL, MORTGAGE BANKERS 
ASSOCIATION OF AMERICA 


Mr. Chairman, my name is Samuel E. Neel, and I am here this morning on 
behalf of the Mortgage Bankers Association of America, which association I 
represent as general counsel. I regret that Mr. William A. Clarke, of Phila- 
delphia, the chairman of our legislative committee, who would ordinarily have 
appeared before you as the representative of the association, is out of the coun- 
try and thus unable to appear 

Since witnesses for our association have appeared before your committee on 
numerous occasions there is no need for me to repeat the nature of the member- 
ship of our association, nor the type of business conducted by the members. 

Mr. Chairman, while we respect the feeling of urgency that prompted the 
speeding up of these hearings and the preparation and introduction of H.R, 2357 
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and other similar housing bills, we do not believe that the manner in which 
legislation involving so many issues of high policy, so wide a range of social and 
economic interests, and so large a commitment of public funds, is being rushed 
in its consideration is in the best interests of any segment of Our industry or 
the public it serves, especially since we do not believe that there is any occasion 
for this precipitous action. 

The few matters of immediacy—the increase in the FHA insurance authoriza- 
tion and the extension of other programs where the exhaustion of funds is im- 
minent—could be handled separately along the lines of House joint resolutions 
36, 77, and 89 introduced by Mr. Betts, Mr. Widnall, and Mr. McDonough. 
Moreover, the argument that the consideration given the legislation last year 
makes a careful review unnecessary this year does not seem a valid one to us. 
While the present legislation is in many details similar to that of a year ago, the 
economic conditions upon which it would have an impact are quite different. 
For this reason alone, a thorough reconsideration is imperative. 

We also respectfully again raise the question of the desirability of this form 
of omnibus legislation. Legislation that seeks to accommodate so many inter- 
ests also creates a tendency toward unfortunate compromise among those inter- 
ests, so that for the sake of obtaining a little that is wanted, much that is im- 
palatable or dangerous may be accepted. The views expressed on this by Sena- 
tor Bush during the debate on this legislation last summer are in such complete 
agreement with our own that we wish to recall them to you. On that occasion, 
Senator Bush said: 

“* * * T object very strongly to the omnibus bill technique. There are in the 
bill seven different titles. There is the FHA insurance program, which is a big 
problem in itself. There is the program for housing for the elderly, which is 
important, but is not related to the main subject, and should be considered in a 
bill by itself. There is also in the bill a title on urban renewal, which I be- 
lieve is worthy of a special bill and consideration on its own merits. There is 
also contained in the bill a title on the low-rent housing program. The com- 
ments I have just made apply to that program. There is a title in the bill on 
the armed servces housing program. Then there is a miscellaneous title apply- 
ing to Federal National Mortgage Association, farm-housing research, surveys 
of public works planning, and so forth. 

“TI make the plea that the committee next year not adopt the technique of an 
omnibus bill, but consider the titles separate bills, so they may receive separately 
the consideration which they so well deserve.” 

We believe that the present situation is one in which Senator Bush’s sound 
advice should be followed and that each of the several and diverse subjects now 
before you be carefully considered on their own merits, apart from dependence 
upon any other. 

Beyond these considerations, we are of the opinion that much of the legisla- 
tion, including many of the provisions of H.R. 2357 misses the point of what is 
required to promote and maintain a high level of housing production in a free 
society. What is needed is not more varieties of mortgage insurance, more 
Treasury support of the housing market, or more kinds of Government-backed 
financial institutions. What is needed is more freedom for the flow and ap- 
plication of private credit. 

To our minds, the provisions of H.R. 3319 are directed more clearly in the 
right direction than those of the other bills I have just mentioned. We strongly 
endorse its proposal to remove the limits on the amount of mortgage insurance 
that may be written by the Federal Housing Administration. We do not believe 
there is occasion for the year-to-year (and sometimes twice a year) review 
and extension of the insurance authorization. The safety of the operation is 
not involved, as is testified by the fact that Congress has never refused to in- 
crease the authorization; but the continuity and confidence with which housing 
operations may be conducted is very much involved. Twice within the last 12 
months activity has been disrupted by lapsing authority. At the present time, 
the size of the spring homebuilding crop is imperiled by this cause. 

Related to this situation, but not referred to in any of the bills, is the 
eAAtionoel conree of disruntien to FHA activitv thet is created by the rigidity 
of the control placed upon the use for administrative purposes of the funds 
obtained from fees and charges and premium income. Section 2 of the National 
Housing Act provides for a reasonable leeway in the availability of funds for 
meeting the unpredictable changes in the volume of activity with which FHA 
must cope. This provision, however, has been nullified by subsequent legislation 

86048—59——33 
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sponsored by the Appropriations Committees. Since FHA is a business opera- 
tion requiring the flexibility in meeting contingencies that a business operation 
must have, and since no Government funds are involved, we strongly urge that 
the original provision referred be effectively reasserted. 

Exceeding these sources of instability in the seriousness of its impact is the 
rigid control placed upon mortgage interest rates. The deleterious results of 
interest rate control have been fully described in papers recently prepared for 
the Senate Banking and Currency Committee by Miles L. Colean, Saul Klaman, 
and James O’Leary. H.R. 3519 calls for the introduction of greater flexibility 
at many points of the interest rate structure. While we commend the purpose 
of these provisions, we do not believe they go far enough. Administration 
discretion that is not exercised in the plain view of its necessity, as is presently 
the case with mortgages insured under section 203 of the National Housing Act, 
fails of its purpose. With regard to rental housing (sec, 207), we consider that 
an increase in the present statutory maximum rate is essential if the program 
is to be reactivated to any substantial degree. H.R. 2857 does not provide for 
this in its present form. 

Again section 501 of H.R. 2357 continues and expands the present statutory 
program of making, through the HHFA, loans to colleges at submarket interest 
rates. Such programs are contrary to our beliefs in the effectiveness of a free 
market economy. 

In respect to the operations of the Federal National Mortgage Association, 
the position of this Association is set forth in its policy statement, which you 
were kind enough to incorporate in last year’s testimony and wiich will be 
found on page 338 of the published hearings. We wish only to say here that 
if the private mortgage credit system were allowed to operate freely we believe 
that, with the interim mortgage warehousing facilities of the commercial banks, 
on the one hand, the permanent investing facilities of our savings institutions 
on the other, there should be little need for a Government secondary market 
facility. What need there might be for such a facility could primarily be 
served through the secondary market function of FNMA as provided in the 
Housing Act of 1954. We do not consider that this instrumentality should be 
used as a means for making Treasury money available to the home-loan market 
as was the case last year, or for providing public funds at less than market 
rates of interest for certain specialized mortgage operations as is now again 
contemplated in H.R. 2357. 

For the same reasons we oppose at this time the creation of any new mortgage 
eredit instrumentality. All such plans assume that there is some real source 
of funds beyond what can be provided by the savings of the people and some 
way either of coercing the flow of savings into designated investment channels 
or of otherwise rationing the distribution of investment funds outside the means 
provided by a free market subject only to the universal application of monetary 
policy. 

We are convinced that all such assumptions are illusory, and that these 
attempts to escape from or to displace the forces of the market lead inevitably 
to a reliance on an inflationary expansion of bank credit and from that to an 
increase in housing costs that in the end defeats the whole purpose of the 
legislation. We have seen this happen during the early postwar period. We 
are threatened with it again. We think it should be avoided, if we are to 
maintain the objective of a continuous broadening of the housing market and 
a continuous enlargement and improvement of the housing supply. Certainly 
before new and costly instrumentalities are created, it would seem wise first 
to test the effectiveness of existing institutions operating with freedom from 
the artificial and disruptive restraints that have been imposed upon them. 

As I have said, it has been impossible within the time available to make a 
detailed comment on each section of H.R. 2357. There are many sections I 
have not specifically discussed to which we would have serious objections. 
Among these are section 102(5) which would reduce the present FHA insurance 
premiums and section 114 which would establish a new program for insuring 
loans on proprietary nursing homes. We do not believe that the presently 
available data warrants the conclusion that FHA insurance premiums may be 
cut in half, nor do we believe that the FHA program lends itself to the type 
of nursing home program contemplated. 

While there are many sections of the bill I have not referred to, our state- 
ment of policy earlier referred to does set forth, in general terms, our con- 
sidered views about many of the matters in question. 
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Mr. Nrev. The Mortgage Bankers Association has been a witness 
before this committee on a variety of prior occasions, and I suppose 
you know the nature of the remarks I would make to you if I read 
this statement, and I would hope that some of you would find the 
time to read it. I would just like to address myself briefly to a ques- 
tion that Mr. Miller asked one of the earlier witnesses, and to state, 
as I was sitting back here this morning I couldn't help recall a com- 
ment that my father, who practiced law for 52 years in Kansas City, 
Mo., made to me once. 

He said he had been practicing law for about 15 years before he 
realized that a man could differ with him and be honest. After 10 
more years he realized a man could differ with him and be honest, 
and only occasionally could be right. I haven't practiced law that 
long, Mr. Chairman. 

But Mr. Miller asked the witness from the unions that morning 
some questions about what he felt on the matter of interest rates being 
turned loose. I would like to make this comment, if I might, Mr. 
Miller: Basically, the mortgage companies, the kind of companies that 
I represent, are companies in the business of trying to bring buyers 
and sellers together. 

In other words, they are looking for people who need housing and 
they are looking for people who have money to invest in houses, so 
they are the middleman in this kind of transaction. They are bring- 
ing the fellow who wants to borrow the money together with the man 
who has the money to borrow. In this kind of situation what we seek 
is a marketable product. Now, when the interest rates on a loan on 
a house get to a point where it makes that commodity, the mortgage, 
unsalable in the general markets, then this presents a very difficult 
situation. This is what has happened in many instances to the Gov- 
ernment housing programs, because only in the Government housing 
programs in the last few years have rates been frozen. 

In other words, every other type of commodity has been more or 
less free to meet the demands of the market and, strangely enough, 
this happens even in the field of housing when you get into certain 
programs like public housing. Congress doesn’t tell a public housing 
authority at what rate it can market its bonds in order to finance its 
proposals. They go out and they sell them on the open market and 
they pay whatever the market requires, and our appeals to the Con- 
gress from time to time on this interest question have been not because 
we like high rates, because we don’t; we do more business when the 
rates are low, but our appeals have been to try to provide us with 
a commodity that will meet the market. 

I don’t suppose anybody today feels that interest rates are in the 
control of any group of individuals, the way they might have been in 
previous generations. In other words, I don’t suppose anybody thinks 
that one or two people sitting in W all Street can determine that the 
rate today is one thing and the rate tomorrow is another thing. But 
as prices have gone up, interest rates are the only thing which the 
Congress has felt needed to be controlled. For example, I suppose 
the cost of bricks that go into a house today is twice as much as the 
cost was 10 years ago, and the same thing with mortar, but we don’t 
anywhere see the Congress saying that the Federal Government ought 
to go out and insist that people sell bricks for $10 less than they 
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did 10 years ago, by making bricks available at submarket prices. 
But when you come to the field of interest rates, you get into this 
situation, and I suppose nobody is going to love the man who lends 
him money, but sometimes it makes me wonder why it is that this 
whole question of the cost of one product in the house—namely, the 
inoney it takes to build it—is treated so much differently from the cost 
of the other products that go into the house—namely, the bricks and 
the mortar and the lumber. 

From what I have said, you can probably guess the kind of remarks 
in my prepared statement, which I hope perhaps you will read, 
because I know you are ina hurry to get away. 

Thank you, Mr. Chairman. 

Mr. Apponizro. Mr. Neel, isn’t it true that if you have a relatively 
free interest rate, the relatively greater degree of attractiveness of 
bonds and securities would continue and give them a greater advan- 
tage over mortgages? 

Mr. Negev. Not necessarily, Mr. Chairman. Most big investors, life 
insurance companies, and the like, traditionally believe they should 
invest a certain proportion of their assets in mortgages as well as in 
other types of securities. 

Therefore, given some freedom to meet market conditions they will 
put a certain proportion, and a very substantial proportion, as a mat- 
ter of fact, the general average of investment in the real estate field 
on the part of life insurance companies today is approximately 50 
percent. It may vary from a low of 20 or 30 percent to a high of 60 
percent, but generally it is 50 percent and therefore there is a tre- 
mendous market provided they don’t have to do business at a penalty. 
I think that if the rate on Federal Housing Administration loans, for 
example, were turned loose to the maximum currently permitted by the 
Congress, which is 6 percent, and which incidentally was set when this 
agency was started by a democratic Congress, and the history of this 
is that the rate started out at 6 and was decreased over a period of 
years as the market required until it got down to around 4 and 414, 
and now we have been in the past few years on the upturn of the 
cycle, if this rate were turned looose it would be my belief that these 
loans would be salable throughout the country at interest rates of 
less than 6 percent in many areas of the county at par. 

Of course, there is always going to be a difference in what rate alone 
carries depending upon the part of the country that the property is in. 
You are going to pay more for an automobile or a house or money in 
Albuquerque, N. Mex., than you are in New York, and therefore the 
prices on the mortgage are going to vary. 

Mr. Apponizio. Any questions? 

Mr. Mitier. I have no questions, Mr. Chairman, but merely the 
observation that I think there are very good historical reasons for the 
desire to control the price of money which I wouldn't want to clutter 
up this record with, and I also think that there are a number of peo- 
ple in and out of Congress who are very seriously considering the 
problem as to whether bricks and other commodities should or should 
not be controlled in the light of recent happenings. I don’t think it is 
fair to single out the money market for control either. 

Mr. Neex. Well, it certainly produces some problems, Mr. Miller, 
and I don’t think any of us—in the first place, there isn’t any easy 
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answer to this, and everybody tries to do it best, but it is this singling 
out that produces a lot of the problems you are concerned with. 

Mr. Apponizio. Thank you, Mr. Neel. 

If there are no further questions, the committee will stand in recess 
until 2 o’clock this afternoon, when the first witness will be Mr. Car- 
rol M. Shanks, president of Prudential Insurance Corp. of America. 

(Whereupon, at 12:12 p.m., the committee recessed until 2 p.m., 
the same day.) 

AFTERNOON SESSION 

Mr. Rarns. The committee will be in order. 

We are going to hear Congressman Sisk first because I understand 
he has to appear before the Space Committee. 

Come around, Mr. Sisk. We are glad to have you and you may 
proceed as you see fit. 


STATEMENT OF HON. B. F. SISK, MEMBER OF CONGRESS, 
12TH DISTRICT, STATE OF CALIFORNIA 


Mr. Sisk. Thank you, Mr. Chairman. I am very happy to again 
be before your committee and I particularly wish to commend you, 
Mr. Chairman, and the members of this committee for the expeditious 
action taken in bringing up this early in the Congress this housing 
bill because certainly I think there is nothing more important to our 
overall economy than good sound housing legislation, and I am here, 
I might say, in general in solid support of H.R. 1357 and I would like, 
Mr. Chairman, to ask at this time that a copy of the prepared state- 
ment be made a part of the record and then I would like to make just 
a few extemporaneous statements. 

Mr. Rarns. That statement may be included in the record at this 
point. 

(The statement isas follows:) — . 

Mr. Sisk. Mr. Chairman, thank you for this opportunity to appear 
before your committee. Speaking generally on the bill before you, 
H.R. 2357, I may say that I strongly favor liberalized legislation deal- 
ing with FHA loans, Federal National Mortgage Association opera- 
tions and the urban renewal program. Specifically, I am here to 
discuss two sections of H.R. 2357 and how they relate to two bills I 
have introduced. 

The first is section 409(b), under the heading “Local Grants.” My 
bill, H.R. 1063, deals with the same subject in a considerably narrower 
manner. My purpose is to remedy a limited number of hardship 
cases that have resulted from technical delays in making Federal 
grants available for approved urban renewal programs. These de- 
lays arose solely from quarterly expenditure limitations imposed on the 
Housing and Home Finance Agency by the Bureau of the Budget. 
The delays had the result of rendering public improvement projects 
ineligible to qualify as the local contribution to the urban renewal 
program. 

Let me describe an instance in the district of California I represent. 
The city of Mendota, a small San Joaquin Valley farm center with 
low tax base, undertook to pull itself up by its own bootstraps by 
means of an urban renewal project. I believe Mendota is the smallest 
town in the Nation to tackle such a job. 
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Mendota made timely application for Federal assistance. The city 
offered a new school to serve the renewed area as the local share, which 
was an eligible and proper contribution. The application progressed 
through channels and was ready for final approval as soon as the 
next quarterly quota of appropriated funds became available. A few 
days before the Agency approved the Mendota project, however, the 
city was obliged under State law to award the school construction 
contract. That award made the school project technically ineligible 
to qualify as a local contribution. 

My bill would restore eligibility in a few such cases that were caught 
in this jam between January 1957 and June 1958. 

Section 409(b) of H.R. 2357, also, would cover the Mendota case 
and others like it, provided that final authorization of the city’s urban 
renewal project came within 5 years after construction of the local 
improvement began. But wording of this section, also, would open 
the door to local improvement projects originally begun with no in- 
tention that they would be used as a contribution to the local share of 
an urban renewal project. 

I am willing to support section 409(b), although I would prefer to 
see it amended to restrict its application to local projects originally 
related to an urban renewal program. Administration spokesmen op- 
posed section 409(b) during your hearings last week. In the last ses- 
sion, the administration reported favorably on the narrower bill that 
I have reintroduced, and it is my understanding that the administra- 
tion will not oppose it this year, although changes in wording may be 
sought so the bill will apply only to the few existing hardship cases. 
Should H.R. 2357 run into trouble somewhere along the legislative 
highway, I would deeply appreciate it, Mr. Chairman, if your com- 
mittee would favorably report out H.R. 1063 so this noncontroversial 
correction of an inequitable situation can be made. 

The second section I referred to is section 607, headed “Payment 
for services.” I have introduced H.R. 1064, which is identical to see- 
tion 607. It would amend the Housing Act of 1937 to allow a local 
housing agency to pay the cost of public services such as garbage and 
trash collection and sewer connections furnished by a local government 
to low-rent public-housing projects. 

This legislation would be limited in application to those local hous- 
ing authorities that made cooperation agreements with cities prior to 
1950. A newer form of agreement used since 1950 authorizes payment 
of these municipal service charges, whereas the old agreement does 
not. Thus this legislation would correct an inequitable discrimina- 
tion against localities that embarked earlier on low-rent public-hous- 
ing projects. These include Fresno, Calif., and numerous other mu- 
nicipalities. In Fresno the situation is particularly tangled and cries 
out for quick settlement. 

I believe the administration is on untenable ground in opposing 
this change, since the justice of payment of these charges has been 
recognized in the newer agreements. This would simply grant equity 
to communities saddled with the older cooperation agreements. Our 
cities face great difficulties in providing needed services. I think you 
will agree our public housing should not escape service charges while 
other householders are required to pay higher fees to offset such free 
service. 
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I fully support section 607 of H.R. 2357. Again, if the omnibus bill 
should be blocked, I would deeply appreciate it if the committee would 
favorably report out my bill so the urgent need for ending the exist- 
ing discrimination can be met. 

Mr. Sisk. Now, Mr. Chairman, I would like to comment with refer- 
ence to two bills I have introduced and which are now a part of H.R. 
9357. The two bills which I introduced are identical to bills which 
were before your committee last year, and which you incorporated in 
the housing bill last year for which I was deeply appreciative. 
in essence in the section in the pending bill H.R. 2357 in section 

Those bills—H.R. 1063 and H.R. 1064—H.R. 1063 is incorporated 
409(b), having to do with local grants for urban renewal. 

The only comment that I wish to make at the moment is that the 
language, of course, of my bill is somewhat narrower in scope than 
the provisions now set forth in your bill. It is my understanding, 
in fact as of last year we did have a favorable report on the provi- 
sions in my bill which as I recall only cover a period of from January 
1957, to June of 1958. 

Now, I personally am in support of the provisions which you have 
written into H.R. 2357. However, they are much broader, and I 
understand possibly there may have been some objection to them. 

However, as I say, I personally am in support of them, but I would 
like to say if there was substantial opposition—— 

Mr. Apponizio. You are talking about the general provisions of 
urban renewal now ? 

Mr. Sisk. I am speaking now of the section 409(b) where it now 
provides for a 5-year period of time within which projects may now be 
declared to be eligible. The bill I introduced last year and which is 
now before the committee is much more narrow. I believe it only 
covers a period of some 18 months and sets up certain qualifications, 
where the project had to be actually considered and approved by the 
housing agency, but because of a technicality for lack of funds being 
available, then the project could otherwise be eligible. 

Mr. Rains. What is the objection to broadening it ? 

Mr. Sisk. I have no objection, Mr. Chairman, to broadening it. I 
wanted to make that point completely clear. I am in support of these 
provisions. The only thought that I had here, Mr. Chairman, was 
that I understood that there had been objections to the broader posi- 
tion and if in the judgment of the committee they felt that the narrow 
provisions would enhance the opportunity of passage, then I would 
hope, of course, that the committee would give that consideration. 

Mr. Ratns. We will look into that real carefully. 

Mr. Sisk. I appreciate that, Mr. Chairman. Now, the other pro- 
vision having to do with my bill H.R. 10642 incorporated in the sec- 
tion of your bill 607 under payment for services. Now, I testified 
before your committee last year on this same problem having to do 
with the payment of certain sewer charges in my hometown of Fresno, 
and since that time I understand it has had general application 
across the country where the problem has arisen under the old coopera- 
tive agreements which do not provide for this, and as a result it has 
ied a number of cities into difficulties. Now, it is my understanding 
a the identical language is included in the present bill in section 
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Mr. Rains. That is correct. 

Mr. Sisk. Of course, I would hope, Mr. Chairman, that that 
would, of course, be incorporated in the bill that the committee would 
finally pass out. Certainly to me I think the housing people are on 
very unstable ground, if I may put it that way, in attempting to 
justify a situation that exists in Fresno where we actually have money 
being held in escrow and it is very difficult to know even to whom it 
goes, because of the fact that it had been collected a number of years 
and then just this last year they decided it could not legally be 
collected. 

Mr. Rarns. We appreciate your statement on that and I think the 
committee is informed on it and we will do our best to work it out. 

Mr, Sisk. Thank you, Mr. Chairman. I appreciate this opportun- 
ity and I appreciate, by the way, giving me this opportunity first to 
appear here. 

Mr. Rains. We are glad to have you. 

Mr. Sisk. Thank you. 

Mr. Rarns. The next witness we will hear from before getting 
back to the Congressmen again is Mr. Carrol M. Shanks, president of 
the Prudential Insurance Co. of America, on behalf of the American 
Life Convention and the Life Insurance Association of America. 

Mr. Apponizio. Before Mr. Shanks begins, I would like to say a 
word in reference to his appearance this afternoon. 

I, of course, am delighted to see him. He is head of what I like 
to refer to as the largest insurance company in the world. Its home 
office is in Newark, N.J., a city that I have the honor to represent. I 
certainly want him to know that I appreciate his being here today 
and I am sure he will make a valuable contribution to our hearings. 

Mr. Ratns. We are happy to have you, Mr. Shanks. We are happy 
to have on this committee your distinguished Congressman, Mr. 
Addonizio. You may proceed. 


STATEMENT OF CARROL M. SHANKS, PRESIDENT, PRUDENTIAL 
INSURANCE CO. OF AMERICA, REPRESENTING THE AMERICAN 
LIFE CONVENTION AND THE LIFE INSURANCE ASSOCIATION OF 
AMERICA 


Mr. Suanxs. Thank you. I am Carrol M. Shanks, president of 
the Prudential Insurance Co. of America, Newark, N.J. I have with 
me Mr. R. Manning Brown, Jr., vice president in charge of real estate 
and mortgage loans of the New York Life Insurance Co. of New 
York City. 

Mr. Rains. We remember Mr. Brown, and we are glad to have 
him back. 

Mr. Brown. Thank you, sir. I am glad to be here. 

Mr. Suanks. I might also say Mr. Brown is chairman of the board 
of the Mortgage Lending Subcommittee of the American Life Con- 
vention. 

Mr. Rarys. What has happened to my distinguished friend, Ehney 
Camp, who is usually here on such occasions ? 

Mr. Suanxs. Mr. Camp is a powerhouse but he is not here today. 
I would like to make a brief statement, and then file a longer state- 
ment. 
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Mr. Ratns. The long statement may be included in the record here. 
(The statement is as follows :) 


THE ARGUMENTS FOR COMPETITIVELY DETERMINED INTEREST RATES ON 
GOVERN MENT-UNDERWRITTEN MORTGAGES 


(Statement submitted by the American Life Convention and the Life Insurance 
Association of America) 


The central argument for competitively determined interest rates on Govern- 
ment-underwritten mortgages is that rigid fixed interest rates on these mortgages 
have led to wide swings in the availability of funds for FHA and VA financing. 
As a result, the volume of housing with FHA and VA financing has been highly 
unstable and has produced wide swings in the overall volume of residential 
construction. If interest rates on FHA and VA mortgages were free to move 
in response to demand and supply forces in the capital market as a whole, we 
would not experience such sudden and marked changes in the availability of 
FHA and VA financing, nor would we suffer from such wide cycles in residen- 
tial construction. A free-market interest rate would produce a much more 
regular and stable flow of funds into Government-underwritten mortgages and 
would thus introduce a much greater degree of stability in the volume of 
residential construction. 

The charts and tables which are attached support this argument. As is 
widely recognized, the volume of residential construction has been highly un- 
stable in the postwar period. For example, as shown in table 1, the number of 
privately financed housing starts rose from 988,800 in 1949, to 1,352,200 in 1950, 
and then fell back to 1,020,100 in 1951. It again rose to a high of 1,309,500 in 
1955, and then dropped back to 992,800 in 1957. These are, of course, annual 
figures—the seasonally adjusted monthly rates show an even greater amplitude 
of swing from low to high points. 

Chart 1 shows the wide fluctuations which have occurred in housing starts 
financed through Government-underwritten mortgages. Note, for example, the 
pronounced rise in VA-financed units from 156,600 in 1953, to 392,900 in 1955, 
and the subsequent sharp drop to 128,300 in 1957. Similarly, FHA-financed 
starts rose from 229,000 in 1947, to 486,700 in 1950, and then fell to 263,500 in 
1951. By way of contrast, note the high degree of stability in the volume of 
housing starts undertaken with conventional financing in which interest rates 
are free to respond to capital market forces. Starts with conventional financ- 
ing have fluctuated only moderately since 1949 mainly within a range of 600,000 
to 700,000 starts. 

There is little doubt, then, that the volume of FHA and VA-financed construc- 
tion has been highly unstable, but is it correct to say that this has been due to 
instability in the availability of financing for Government-underwritten mort- 
gages? There are undoubtedly other contributing factors, but the evidence 
shows that the main factor is the wide fluctuation in the availability of funds 
for the purchase of FHA and VA mortgages. The best evidence to show this 
is the data on new commitments made by life insurance companies to purchase 
VA and FHA mortgages. These figures are reported monthly to the Life Insur- 
ance Association of America by companies which combined hold about two-thirds 
of the total life insurance company assets. It would, of course, be desirable to 
have similar data for other types of mortgage lending institutions, but unfor- 
tunately they are not available on a comparable basis. In any event, the life 
insurance company data will suffice to make the point, and presently there is 
discussed a different type of data for other types of institutions which show 
that they fall into the same pattern as life insurance companies. 

Turning to chart 2 and table 2, note first the figures for new commitments of 
the reporting life companies to purchase VA mortgages. These new commit- 
ments rose steeply from a rate of $47.5 million in the second quarter of 1953, 
to a rate of $580.8 million in the third quarter of 1954. They then declined 
abruptly so that by the fourth quarter of 1955 they had dropped to $218.7 
million, and thence to $9.3 million in the second quarter of 1958. Of, take the 
new commitments to purchase FHA mortgages in the past 2 years. New com: 
mitments to purchase FHA mortgages rose from a rate of $80.4 million in the 
first quarter of 1957, to $318.2 million in the third quarter of 1958. 

By way of contrast, as also shown in chart 2, the new commitments to purchase 
conventional mortgages moved with much greater regularity. It is true that 
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they have fluctuated, but they have not gone through the wide swings experi- 
enced by new commitments on VA and FH'A mortgages. The reason for these 
fluctuations is that to some degree a rise in conventional financing occurs in 
periods in which flexible interest rates are rising. That is, lending institu- 
tions which are reducing new FHA-VA commitments because the fixed rates 
become noncompetitive tend to direct an increased flow of funds into con- 
ventional commitments where competitive interest returns can be obtained. 
But, the possibility of shifting into conventional mortgages is limited by the 
more conservative terms in this area of the market. 

In chart 3 and table 3 are shown the combined FHA-VA new commitments 
of reporting life insurance companies along with their new commitments to 
purchase corporate bonds. Attention is directed, in particular, to the rise in 
new commitments to purchase corporate bonds from $430 million in the first 
quarter of 1955, to $963 million and $940 million in the second and third 
quarters of 1956. Correspondingly, during approximately the same period new 
commitments to purchase VA and FHA mortgages fell from $654 million in 
the fourth quarter of 1954, to $234 million in the third quarter of 1956. It is 
worth noting also that the rise in new commitments to purchase Government- 
underwritten mortgages from $134 million in the first quarter of 1957, to $341 
in the third quarter of 1958, corresponded with a period in which new commit- 
ments to purchase corporate bonds were declining or rising only relatively 
moderately. 

The basic factors which underlie these wide swings in the availability of FHA 
and VA financing as provided by life insurance companies are as follows. Life 
insurance companies are engaged in lively competition with each other and 
with other types of institutions to attract the public’s savings. This com- 
petition is keenest in the area of investment return. Life companies are im- 
pelled to invest their funds where they earn the highest return without as- 
suming undue risk. As trustees of policyholders’ funds they have the obliga- 
tion to seek the best possible return because the higher the rate of return the 
lower the cost of insurance to the policyholders. Net cost of insurance after 
policy dividends is a key element of the competition as between individual com- 
panies. The rate of investment return is, therefore, not only a vital element in 
competition between life companies, but it is a factor in the competition of 
life companies with other forms of saving such as mutual funds, mutual savings 
banks, and the like. 

Against this general statement, it will be helpful to examine a particular 
swing in new commitments of life insurance companies. Referring again to 
chart 3, it will be recalled that in the latter part of the spring of 1953 it became 
clear that general business activity was undergoing a downturn. This was partly 
due to a tapering off in plant and equipment expenditures by business and in- 
dustry. Two events of great importance for this discussion occurred in the late 
spring of 1953. One was the sharp reversal in Federal Reserve policy from credit 
restraint to one of ease and then later to “active” ease. This reversal of credit 
policy, and the investor expectations it promoted, along with a decline in the 
demand for capital funds by business and industry, led to a pronounced drop in 
interest rates on new issues of corporate bonds—both those sold publicly and 
those sold directly to institutional investors. The interest rates on conventional 
mortgages also fell. The second event was that almost simultaneously with the 
reversal in credit policy the VA Administrator increased the VA rate from 4 to 
4% percent and the FHA rate was increased from 4% to 414 percent. Both of 
these increases were made after a prolonged period of drought in the availa- 
bility of private funds for VA and FHA financing. 

The result was preordained. Almost overnight the yield on Government- 
underwritten mortgages became highly attractive as compared with the rates on 
corporate bonds. This situation persisted through the third quarter of 1954, 
as is shown by the sharp buildup in new commitments to purchase VA and FHA 
mortgages. This great buildup of commitments accounts (along with other lend- 
ing institutions) for the high level of residential construction in 1954-55. In 
the meantime, as housing expanded and general business activity improved, the 
corporate demand for funds began to rise. This is a perfectly natural develop- 
ment because of the stimulating effect a housing boom always has upon manu- 
facturing and related industries. Moreover, in the latter part of 1954 and in 1955 
the Federal Reserve again undertook to tighten the availability of credit. The 
result of Federal Reserve policy and the improving demand for corporate capital 
funds was a rise in the yields on new offerings of corporate securities. 
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By early 1955 the life insurance companies recognized that the flexible rising 
rates on corporate bonds and conventional mortgages were more attractive than 
the fixed and then comparatively low rates on Government-underwritten mort- 
gages. The outcome was the sharp reduction of new commitments to purchase 
Government-underwritten mortgages and the equally abrupt increase in new 
commitments to purchase corporate bonds. As is shown so well in chart 2, new 
commitments to purchase conventional mortgages rose from $334.5 million in 
the third quarter of 1955, to $462.9 million in the second quarter of 1956. This 
was at the time of the precipitous decline in new VA-FHA commitments and the 
equally sharp rise in new corporate bond commitments. As we have noted 
earlier, this decline in the availability of VA-FHA financing accounted for the 
drop in VA-FHA residential construction which occurred in 1956—57. 

This pattern of shifting investment emphasis from Government-underwritten 
mortgages to corporate bonds, and then back again—all based on investment 
yield differentials—has been characteristic of the postwar years and explains 
the “feast and famine” of the Government-underwritten mortgage market and 
the resultant wide swings in residential construction. Chart 2 shows, for ex- 
ample, the tendency for new commitments to purchase FHA mortgages to rise 
as the FHA 514 percent rate at moderate discounts became competitive in 1957 
and 1958 with the yields on corporate bond offerings. 

There now follows a review of three additional charts and tables which sug- 
gest that other types of mortgage investors behave in a manner similar to life 
insurance companies. Chart 4 and table 4 show net uses of funds in selected 
investments of all life insurance companies, 1947-57. As contrasted with com- 
mitments, these figures reflect closing of loans and investments. They depict 
net change each year in holdings of selected investments. For the purposes of 
this discussion, the interesting thing to nete is the relationship between the net 
uses of funds in corporate bonds and in residential mortgages. Every time in 
which a peak occurs in the net increase in holdings of corporate bonds, there is 
a trough in the net increase in holdings of residential mortgages, and vice versa. 
The cyclical crisscrossing between these two investment components is easily 
understandable in the light of the foregoing discussion of commitments. When 
flexible interest rates have risen, life companies have cut their commitments to 
purchase the then noncompetitive VA-FHA mortgages; when flexible rates have 
declined, the VA-FHA mortgages with their fixed rates have again become 
competitive. 

Chart 5 and table 5 present similar data for mutual savings banks. Although 
not so pronounced, the same tendency exists for high points in residential mort- 
gages to be matched by low points in corporate bonds, and vice versa. Savings 
banks do not have quite the same drive to move into the corporate bond market 
when flexible interest rates rise, probably because they have not until recently 
been active in direct placement of corporate bonds where rates are more re- 
sponsive to market forces. However, the swing in 1954-57 suggests they may 
be increasing their sensitivity to rate differentials in these two investment 
areas. 

There is no similar chart for commercial banks, but it is clear that their in- 
vestments in FHA-VA mortgages have been subject to a similar cyclical pat- 
tern. For example, the net increase in commercial bank holdings of Govern- 
ment-underwritten mortgages rose from $286 million in 1953 to $815 million in 
1955 and then dropped off to a net liquidation of $298 million in 1957. The 
preliminary figures indicate a substantial rise in 1958. Here again, as flexible 
interest rates rise, commercial banks reduce their commitments to buy Govern- 
ment-underwritten mortgages at fixed noncompetitive rates and their funds are 
directed into loans and securities where rates respond to market forces. The 
reverse tends to occur when interest rates decline. 

Chart 6 and table 6 show net uses of capital funds in residential mortgages 
and corporate securities for the national economy as a whole, 1947-57. Here 
again are seen the familiar pattern of the peaks in net increases in residential 
mortgages outstanding being matched by troughs in the net increases in cor- 
porate securities outstanding, and vice versa. The picture here is slightly ob- 
scured because conventional mortgages have been included in residential mort- 
gages, and the net changes in corporate securities include stocks as well as 
bonds. The stock figures follow the same pattern as bonds, so that their inclu- 
sion in the chart causes no serious distortion. The relationship in the chart 
between residential mortgages and corporate securities can only be explained 
by the fact that corporate bonds become relatively more attractive investments 
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when flexible interest. rates rise and that at such times FHA-VA financing be- 
comes reduced because of the rigid fixed rate, with the reverse being true when 
flexible interest rates decline. 

The evidence is incontrovertible that fixed interest rates on Government- 
underwritten mortgages—as against free market rates on bonds, commercial 
bank term loans, and conventional mortgages—have led to a feast or famine situ- 
ation in the postwar period in the availability of FHA-VA financing, and that 
the sharp and wide swings in the availability of private financing for Govern- 
ment-underwritten mortgages have been the underlying cause for the great 
instability in residential construction as a whole. It seems equally incon- 
trovertible that freedom of the FHA and VA rates to move in response to overall 
capital-market forces would even out the availability of FHA-VA financing 
and promote a much greater degree of stability in the volume of residential 
construction. This would not only be in line with the traditional trust we place 
in this country in the marketplace as the best and most democratic way to allo- 
cate our resources. It would also contribute to general economic stability 
through a greater stability in one major sector—residential construction. 

There is a sizable group of reputable economists who, while conceding the 
correctness of the above arguments, would hold that they actually present the 
ease for retaining fixed interest rates on Government-underwritten mortgages. 
They contend that fixed interest rates on FHA-VA mortgages provide the Fed- 
eral Reserve authorities with power to contribute to economic stability which 
would be lost if these rates were freed. 

The argument is that when the demand for capital funds from business and 
industry is rising, and when flexible interest rates are going up as a result of 
increasing demand, as well as restrictive credit policy, then residential con- 
struction becomes restrained by lack of availability of FHA-VA financing, and 
this makes room for capital expansion in business and industry. Thus, it is 
contended, we avoid the inflationary consequences of having an industrial capital 
goods boom superimposed upon a housing boom. The argument continues to the 
effect that when the capital boom in business and industry declines, the free 
market interest rates tend to soften both as the result of declining industrial 
demand for capital funds and a shift toward easier credit policy, then residen- 
tial construction is automatically given a stimulus by the increasing availability 
of FHA-VA financing. 

So, it is argued, fixed rates on Government-underwritten mortgages make it 
possible for the monetary authorities, working with capital-market forces, to 
produce alternating rolling adjustments in two major capital-goods sectors— 
housing and business and industrial plant and equipment. Booms in plant and 
equipment are automatically matched, so the argument goes, with sharply 
reduced residential construction, and vice versa. So, in spite of individual insta- 
bility of these two sectors, when added together their movements make for 
overall economic stability. And the key, it is argued, is the fixed interest rates 
on FHA-VA mortgages. 

This argument sounds good, but it does not stand up well when examined 
carefully. There are at least three ways in which it can be attacked powerfully. 
First, in practice, the groups interested in a high and sustained level of resi- 
dential construction have always been successful in finding ways to prolong the 
boom in residential construction and to permit it to overlap with the boom in 
business and industrial expansion. Thus, the history of the postwar period is 
that every time housing has been faced with a decline because of reduced avail- 
ability of FHA-VA financing, we have gotten great pressure for expansion in 
the capacity of Fannie Mae to buy FHA-VA mortgages or for direct Govern- 
ment loans, and often both. Because of the economic conditions which always 
exist when FNMA is expanded or direct Government loans are increased, the 
funds to finance these operations come mainly from an expansion of commercial 
bank deposits and are thus bound to contribute to inflation. It is little wonder 
that in the postwar period the cost of housing has gone up much more than 
other costs. Since 1947 the Bureau of Labor Statistics composite index of whole- 
sale commodity prices has risen 24 percent, whereas the E. H. Boeckh index of 
residential construction costs has risen 42 percent. In addition, the lack of 
availability of VA and FHA financing has often led to an expansion of advances 
to savings and loan associations by the Home Loan Bank System in order to 
permit the savings and loans to go further in their lending. So, as a practical 
matter, between FNMA purchases, direct Government loans, and HLBB ad- 
vances, which, incidentally, also come mainly from an inflationary expansion of 
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commercial bank credit, housing booms have substantially overlapped booms in 
industrial plant and equipment and have thus done much to negate Federal 
Reserve powers. Unless the interest rate on Government-underwritten mort- 
gages is freed so that these mortgages always have access to available private 
funds along with competing uses, Congress will be placed under great pressure 
to create a central bank for the homebuilding industry to provide an ever-open 
pipeline to mortgage credit abundance that will do irreparable damage to the 
Federal Reserve’s power to control credit. 

Secondly, the argument that fixed interest rates on Government-underwritten 
mortgages actually facilitate the task of the Federal Reserve authorities in their 
efforts to avoid general economic excesses does not square with one of the 
cardinal tenets of general credit control theory. The great advantage of 
general credit control measures; namely, open-market operations in Govern- 
ment securities, changes in reserve requirements of commercial banks, and 
changes in the discount rate—is that they operate through affecting the general 
availability of credit and are therefore impersonal in nature in that every 
group in the economy is treated on the same basis. Thus general credit controls 
are rightfully considered to be much more conducive to economic democracy than 
selective credit controls such as those over consumer credit, real estate credit, 
stock market credit, and the like. The essential point is that general credit 
controls can only operate impersonally if interest rates are free to move in 
response to changes in the availability of credit. 

Under the argument supporting fixed FHA-VA interest rates, however, general 
credit control measures do not have the desired impersonal effects. As we have 
seen, during a period in which the Federal Reserve authorities are using their 
general credit control instruments to restrict the availability of credit, the 
effect is to cut much more sharply into housing than into business and industrial 
expansion. Moreover, general credit restraint curbs a particular sector of 
housing: the FHA-VA, middle and lower priced housing. This personal, dis- 
criminatory effect, as stated earlier, leads to other Federal programs designed 
to defeat. general credit policy. Moreover, the discriminatory way in which 
general credit policy actions now affect FHA-VA financed housing leads insid- 
iously to a loss of popular support for the Federal Reserve. It also leads to 
support for a substitution of selective credit controls for general credit control 
measures, particulurly the idea of some scheme of capital rationing to business 
and industry. The builder can argue forcefully: Why restrict credit to home 


‘building and let the automobile industry or the big industrialist go scot free? 


Not only is general credit policy affected. Federal debt management policy is 
similarly affected in that throughout the postwar period the U.S. Treasury has 
been unwilling to sell long-term bonds to savings institutions during boom 
periods because by so doing it would further adversely affect the market for 
Government-underwritten mortgages. Thus, the way general credit controls 
affect residential construction under fixed FHA-VA rates subjects sound mone- 
tary and debt management policies to serious cirticism. 

If interest rates on FHA-VA mortgages were free to move in response to 
capital market forces, then general credit control measures would operate 
impersonally as they are supposed to do. As credit restriction is applied by 
the authorities, business and industry and housing would be on similar footing 
in terms of uccess to a restricted amount of funds. This would also be true in a 
period of credit easing. 

Turning to another but related question, if the rate on Government-under- 
written mortgages were free to move in response to market forces, would the 
market recognize the lower risk in such mortgages? The answer clearly is in 
the affirmative. There is no reason to lack confidence in the highly competitive 
nature of the residential mortgage market. There are, of course, four major 
sources of permanent mortgage financing ; the mutual savings banks, the savings 
and loan associations, commercial banks, and life insurance companies, and they 
are all competing vigorously. There are thousands of individual savings and 
loan associations, savings banks, commercial banks, and life insurance com- 
panies all over the country. Through the operations of mortgage bankers and 
brokers and dealers we now have a well-informed closely articulated national 
market for Government-underwritten mortgages. Despite vigorous competition 
there would be differences in the rate in various parts of the country for such 
reasons as the concentration of savings banks’ funds in New England and 
differences in State foreclosure laws. However, it is perfectly clear that the 
comnvetitive forces in the market would always recognize the superior risk of 
Government-underwritten mortgages and the interest rate they carried would 
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always reflect an appropriate differential as compared with the rate on con- 
ventional mortgages. 

A related question often raised is: If the FHA rate were now free to find its 
competitive-level within the 6-percent statutory limit, would not all FHA loans be 
written on a 6-percent basis with premiums being paid by the ultimate lenders 
This is the favorite diversionary argument which is always advanced when serious 
consideration is being given to freeing the FHA rate. 

There are conclusive reasons why the market would not now move to 6 
percent with premiums. At the present time the FHA 514’s are selling at 
around 97 to yield investors 5.60 percent on a 12-year assumed maturity basis. 
If the contract rate on FHA’s did rise to 6 percent, under present yield condi- 
tions in the capital markets, investors would be paying nearly 3.5 points in 
premium. There are compelling reasons why investors would not pay premiums 
to obtain FHA mortgages at an above-the-market rate. One is that these mort- 
gages would have to be regarded as prime candidates for refinancing in a period 
of declining interest rates. Investors are acutely cognizant that under current 
conditions interest rates are subject to sudden and pronounced swings. They 
are also acutely aware that a great deal of shopping around for lower rates 
occurs in the residential mortgage market when rates decline. It is inconceiv- 
able that investors would, under present market conditions, pay substantial 
premiums to obtain 6 percent FHA mortgages when they are fully aware that 
most of these mortgages would probably be refinanced on a lower interest rate 
basis within a short period of time. It is difficult to believe that investors 
would be willing to throw away the premiums. Accordingly, there would be 
a strong compulsion for lending on a par basis at the going market rate. Of 
course, if interest rates throughout the capital market tighten further and rise 
another one-half percent, the 6 percent statutory ceiling would then have the 
same effect as the present administrative ceiling. Unless we stop inflation in 
this country we may be nearer to a 6-percent market FHA rate than we realize. 

Finally, by permitting the interest rate on Government-underwritten mort- 
gages to be freely determined by market forces it would be possible to remove 
the abuses and disadvantages of deep discounts on such mortgages. There will 
always, of course, be modest discounts or premiums even if the contract rate 
is free. This is the market’s way of adjusting sensitively to competitive dif- 
ferences. But the deep discounts of several points produced by fixed rates far 
below the market have great disadvantages and are subject to grave abuses. 
Most mortgage lending institutions are opposed to deep discounts and they are 
compelled to drop out of the Government-underwritten mortgage market entirely 
at times in order to avoid being involved in purchasing at the deep discounts. In 
too many, perhaps most, instances, the heavy discount is passed on to the home 
purchaser in the form of a higher price for the house or less house for the same 
price. In cases where the discount cannot be shifted, in whole or at least in 
part, homebuilding is discouraged. Accordingly, by eliminating deep discounts, 
the free rate on Government-underwritten mortgages would remove the serious 
disadvantages and abuses which they have produced. 


, SUMMARY AND CONCLUSIONS 


The arguments presented for competitively determined interest rates on Gov- 
ernment-underwritten mortgages are as follows: 

(1) If interest rates on such mortgages were free to move in response to 
capital market forces, we would not experience wide swings in the availability 
of FHA-VA financing, nor would we experience such wide swings in residential 
construction. A free rate would contribute much toward stability in the flow 
of FHA-VA credit and stability in homebuilding, and thus to sustainable eco- 
nomia growth. 

(2) The contention that fixed rates on Government-underwritten mortgages 
help the Federal Reserve authorities to stabilize overall economic activity by 
enabling monetary restraint to cut down residential construction when an 
industrial plant. and equipment boom is in progress, and by enabling monetary 
ease to stimulate housing when a decline is occurring in expenditures for 
industrial plant and equipment, cannot stand the test of careful examination 
because (a) in practice, through expansion of FNMA purchases, HLBB advances, 
and direct Government loans, the housing boom is generally permitted to overlap 
the boom in industrial expansion; (b) this argument casts general credit control 
in the strange role of controlling a particular segment of the economy, low- and 
medium-priced housing, with Government-underwritten financing, and thus forces 
general credit control to lose its strongest feature, its impersonal nature, and 
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as a result handicaps the Federal Reserve authorities with new legislative 
programs designed to defeat the monetary authorities, and (c) if the rates on 
FHA-VA mortgages were free, then general credit control policies would act 
as they are supposed to do, evenly and impersonally without discrimination. 

(3) The residential mortgage market is characterized by a high degree of 


price competition. 


Thus, the Government-underwritten mortgage would always 


command a preferred rate as compared with conventional mortgages. 

(4) Permitting the interest rate on Government-underwritten mortgages to 
be competitively determined would eliminate deep discounts and thus remove 
the abuses and disadvantages of deep discounts. 
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TABLE 1.—Privately financed new nonfarm housing starts, 1945-58 
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Thousands of dwelling units 


Percent distribution 























Year ] | 
FHA! VA Conven- Total FHA! | VA Conven-| Total 
tional | | tional | 
| ! 
| 
41.2 (2) 2166.9 | 2081 | 20/ (2) 2 80 100 
69. 0 (2) 2593.5 | 662.5 | 10| = (2) 290 100 
229. 0 (2) 2616.6 | 845.6 | a 273 100 
204.1 | (2) 2619.4 | 913.5 | 32| (2) | 268 100 
363.8 (2) 2625.0 | 988.8 37 iu 2 100 
486.7 £00. 0 665.5 | 1,352.2 | 36 15 | 49 100 
263. 5 148.7 607.9 | 1,020.1 | 26 | 15 | 60 100 
279.9} 141.3 647.3 | 1,068.5 | 26 | 13 | 61 100 
252. 0 156.6 659.7 | 1,068.3 | 24 | 15 62 100 
276.3 307.0 618.4 | 1,201.7 | 23 | 26 51 100 
276.7 392. 9 639.9 | 1,309.5 | 21 | 30 49 100 
189.3 270.7 633.9 | 1,093.9 | 17 | 25 58 100 
168. 4 128.3 696.1 | 992.8 17 | 13 | 70 100 
295.4 121) 783.1| 1,130.6 | 26 | 9 65 100 








1 Excludes Armed Forces (Capehart) housing programs, 1956-58. 
2VA starts, 1945-49, are included with conventional. 


3 Preliminary estimates. 


Norte.—Because of rounding, components may not add to totals shown. 
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CHART 2 


New Commitments of Life Insurance Companies for 
Residential Mortgages, 4th Quarter 1952 - 3rd Quarter 1958 
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TABLE 2.— New commitments of life insurance companies for residential mortgages 


4th quarter 1952 to 3d quarter 1958 


[Millions of dollars] 








FHA 
Quarter insured 
1952 
See 154.7 
1958 
SE Se 125.5 
Sear 118.2 
ON at asics iainlrt 105. 5 
I eae 145.3 
1954 
Se ee 141.3 
ES OES EEE: 142.6 
OO dad ie okies cake 124.1 
SS t 176.0 
1955 
Spa 161.5 
__ ROE eee 162.7 
eee 153. 4 
ede RES 174.3 





VA 
guaran- 
teed 


48.1 


39. 4 











Conven- FHA VA Conven- 
tional Quarter insured | guaran- tional 
teed 
1956 
283.0 | ee Ss ae 120.9 244.1 368. 6 
TR SEREN EAS AE sep 108. 1 203. 5 462.9 
|. REE Ae. Ge 84.8 149.0 335.0 
4 oC See ae Se 68.5 140.1 335. 8 
381. 6 
268. 1 1957 
8 bh ae ee eee 80. 4 53.5 243.3 
— ee a eee 101.4 50.5 318.8 
| ee Re et See 119.3 24.7 324. 2 
LR Se: near See 166.7 15.1 315.0 
335. 8 
345. 4 1958 
th a ae a 195. 3 20.3 270.5 
| Set See Oe 257.0 9.3 317.8 
__ Ee SD ES 318. 2 22.6 381.5 
340.9 
393. 2 
334. 5 
344.8 




















Norte.—Life insurance companies reporting commitments represent about 65 percent of the total assetg 


of all U.S. life insurance companies. 


still outstanding at the end of the month. 


New commitments include only those made during a month that were 








lr 








HOUSING ACT OF 1959 523 


es CHART 3 


New Commitments of Life Insurance Companies for FHA and VA Residential 
Mortgages and Corporate Bonds, 4th Quarter 1952 - 3rd Quarter 1958 
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TaBLE 3.—New commitments of life insurance companies for FHA and VA resi- 
dential morigages and corporate bonds, 4th quarter 1952 to 3d quarter 1958 


[Millions of dollars) 








FHA and | Corporate 
Quarter VA mort- bonds 
gages 
1952 
i etictchdeivus cade acest sm 203 457 
1953 
ee 165 648 
See 166 650 
SS eae aie een 210 428 
SEES eae ee 370 444 
1954 
RE ee 372 625 
A Ree 524 498 
ae 705 834 
chia ts ctpetnccebusnmt 654 445 
1955 
er 476 430 
De ees 427 656 
Diidcieeraninidiansexntnven 394 649 











Quarter 





1955—Continued 


| 
FHA and | Corporate 





A mort- bonds 

gages 
393 556 
365 643 
312 963. 
234 940 
209 693 
134 529 
152 | 516 
144 | 360 
182 | 426 
216 | 416 
266 513 
341 661 





Note.—Life insurance companies re 


of all U.S. life insurance companies. 


rting commitments represent about 65 percent of the total assets 
New commitments include only those made during a month that. 


weres till outstanding at the end of the month. 
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Cuart 4 


Net Uses of Funds in Selected Investments of Life Insurance Companies, 1947-1957 
(Billions of Dollars) 
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TaBLE 4.—WNet uses of funds in selected investments of life insurance companies, 














1947-857 
[Billions of dollars] 
Residential Corporate | U.S. gov- | State and 
Year mortgages bonds ernments local 
securities 

EE Ee Se ee a | eee 1.1 2.9 —1.6 ( 
ee ed ds wisi nemeaaewe LT 4.1 —3.3 0.3 
a ncltinivwiotad ate ~ 1.6 2. § —1.5 ode 
Sie ee eee Ja I a OT 2.7 ; —-1.8 ay 
i sebbbi nendeiiicectnn 2.5 2.6 —2.4 () 
BEES RAI SE SE 2 eee eS, Sees 1.4 | 3.0 —.8 (1) 
lo cra nibnieiaiane + aii @meistiine Gamisk 1.5 2.6 —-.4 of 
1 ENES tER PS RAE eee San ven: PN eee 2.0 2.0 —.8 .5 
es BS ne Ae ae oe ee 2. 6 1.8 —.5 2 
TN a a a a i coach iti p Aree Soeniones 2.5 1.9 —1.0 ‘2 
ae ac ac sen a An dace hte leaped catalogs Stem 1.2 2.5 —.5 | 2 














1 Under $50,000,000. 
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e3, CHartT 5 


Net Uses of Funds in Selected Investments of Mutual Savings Banks, 1947-1957 
as (Billions of Dollars) 
nd 
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| r4 
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TABLE 5.—Net uses of funds in selected investments of mutual savings banks, 
1947-57 
[Billions of dollars] 
Residential] Corporate | U.S. gov- | State and 
Year mortgages bonds ernments Tocal 
securities 
Te | pas enibaellc satuboshoadanst 0.3 0.2 0.2 (‘) 
MD SE” eS, VRE — A Cee See aan .8 .4 —.4 (‘) 
i te apeeaaees .8 | —.1 () 
| 8S SSUES La. “a aaa 1.5 | (1) —.6 (1) 
Nee Oe ci ew artiteiemwamsiiu haan 1.5 | ‘7 —11 0.1 
I I ; ‘ 13 .3 -.1 a 
8 SRREEN SEI RS RS S&S | 1.5 | —.2 | RS. | 
«eae SR 1.9 A —.4 2 
aR ag ES EE 2.4 —.2 —.3 (1) 
i eb emake bondinaee 2.1 Re | —.5 (1) 
Shia SRR eR ae Ba a 1.3 5 —.4 (1) 











1 Under $50,000,000. 
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CHART 6 


Uses of Capital Funds in Residential Mortgages, Commercial 
Mortgages and Corporate Securities, 1947-1957 
(Billions of Dollars) 
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TABLE 6.—Uses of capital funds in residential mortgages, commercial mortgages and 
corporate securities, 1947-57 


[Billions of dollars] 























Year Residential | Commercial Corporate 
mortgages mortgages securities 
| a 

(a 2 a a eet a } 5.7 | 1.3 4.2 
=a | 5.9 1.2 5.7 
eet ee on a a en baa wenden adsaabinwhnen 5.3 | .9 4.6 
1950__. | 8.7 | .9 3.5 
ee CEO MR ok cone acccene cork wousncseondasbenee 7.8 4 5.9 
1952__- 7.5 1.0 7.3 
1953... . 8.2 1.2 6.7 
RE a AE. ean aa el ee ee ae a 10.2 | 1.8 5.6 
Teen Lid me dew ecm ak qd mi naanuicn'es 13. 4 | 2.0 6.1 
i ee cate Re Gara cesselccosmsose + conbewadcencuces 11.4 2.3 7.2 
er eR eae a olbh woacahe nemadaikasenes 2 | 2.1 10.1 





Note.—Corporate securities exclude shares of open-end investment companies. 


Mr. Rarns. You may proceed with your summary. 

Mr. Suanks. My testimony is in behalf of the American Life In- 
surance Association of America, two associations with a combined 
membership of 279 life insurance companies which hold 98 percent 
of the assets of all life companies in the United States. 

I welcome the opportunity to express the views of the life insurance 
business regarding housing and mortgage legislation before this 
committee. 

The life insurance companies have a vital interest in housing and 
mortgage questions. Since the end of World War II they have made 
a total of $42 billion of residential mortgage loans, of which $12 
billion were FHA mortgages, $10.4 billion VA mortgages, and $19.5 
billion uninsured mortgages. 

Assuming an average mortgage of $10,000, the life insurance com- 
panies since the war have aided 4,200,000 families to own their own 
homes. 

During 1958 alone, almost $3.5 billion of residential mortgage loans 
were made by life companies. The funds which aided to finance this 
home ownership represent the accumulated saving of 110 million 
people who own life insurance policies—mainly people of modest 
means. 

My statement is addressed generally to the various bills before this 
committee, particularly H.R. 2357, H.R. 2385, and H.R. 3319. We 
support strongly the broad social objectives in these bills. Certainly 
the Government and private business must strive to provide conditions 
under which American families can better their housing standards at 
prices they can afford. Despite the unprecedented growth in home 
ownership in this country, since the war, there is still plenty of room 
for further sound growth and improvement in the housing field, es- 
pecially with the increase in family formations ahead of us in the next 
decade, 

We all desire a healthy growth in home ownership without the 
sharp ups and downs which have characterized the past decade. In 
addition, portions of our cities have become blighted and are in need 
of slum clearance and urban renewal measures. 

I am proud that the life insurance companies have taken an active 
part in financing urban renewal programs throughout the country. 
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Moreover, as an increasing proportion of our population consists of 
people 65 years of age and over, it is highly desirable for the Gov- 
ernment and private business to find ways to aid these elderly people 
to obtain’ fully satisfactory housing conditions. 

So, I would like to make it clear at the outset that we are heartily 
in accord with the broad social objectives of much of the legislation 
before this committee. 

At the same time, it is vital to the future of our country that we 
work toward these housing objectives on a sound and effective eco- 
nomic basis. We have serious reservations about the economic sound- 
ness of some of the provisions in the legislation before this committee, 
especially those calling for substantial claims on the Federal budget 
in fiscal 1960. The reasons are as follows: 

The Nation’s housing objectives cannot be considered in a vacuum. 
Economic growth means not only expansion of housing; it also means 
expansion of our business and industrial system, expansion and im- 
provement of our school system, highways, and other public works, 
and growth in other capital goods. 

In addition, the Federal Government has been required to under- 
take heavy commitments in the field of national security and foreign 
economic aid and development, not to mention many domestic com- 
mitments. 

The only truly effective way to finance economic growth and Gov- 
ernment spending is from our national savings and tax revenues. 

The record in this respect has not been a good one. In 7 of the 12 
years since 1947 the Federal Government, as the result of cash deficits, 
has been forced to borrow in the private capital markets. 

The total amount borrowed in these 7 borrowing years has been 
nearly $36 billion, or over $5 billion per year on the average. More- 
over, studies we have made of the capital markets in the period 1947-58 
show that in most years the demand for capital funds from both 
private and government users (including Federal, State and local 
government) has been so great as to outrun the supply of national 
savings. 

In other words, the postwar demand for capital funds to expand 
industry, to build homes, to construct schools, highways, and other 
public works, and to aid in financing Federal deficits, has been so 
enormous as to press heavily against the relatively limited supply of 
savings of the people. 

As the demand for capital funds exceeded the supply of savings in 
many of the postwar years, the gap was filled either in part by an 
increase in the speed with which our Nation’s money supply circulated 
or in part by an actual increase in the supply of money resulting 
from an expansion of commercial bank credit. 

This increase in the money supply was the product of the sale of 
securities to the commercial banks rather than to savers. The pres- 
sure of this expanded and more rapidly circulating money supply in 
the capital goods fields, with its subsequent ramifications throughout 
the rest of the economy, contributed to inflationary pressures and 
provided a climate favorable to the wage-price spiral. 

Excess demand for goods using the increased money supply, and 
the wage-price push, worked together to drive prices upward. 
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Since the end of the war the cost of living has risen 55 ponent 


The value of the dollar has been cut more than in half. This has had 
a cruel effect on all of our people who live on fixed incomes, on pen- 
sions, and on the proceeds of life insurance. It has had a cruel 
effect on all of our people who have not been able to raise their 
incomes as fast as the cost of living has risen—and this includes a 
majority of people. We in the life insurance business are vitally 
concerned about the past effects of the cut in the value of the dollar, 
and particularly about the strengthening conviction on the part of 
the public that more inflation is ahead of us. 

We believe that this inflation psychology must be destroyed if we 
are to preserve the will of our people to save, which is the only etfec- 
tive way to finance economic growth. 





The effect of authorizing additional funds for housing under the | 


various programs called for in many of the bills before this com- 
mittee will place a substantial drain upon the Treasury and result in 
a higher level of Federal outlays. 

We believe it is vital to the American people that, in a year of 
strong business recovery, Federal spending should be held to a point 
where we will not have to create new money to finance it. 

Since the low point in the short business recession reached last 
spring, an excellent recovery has been achieved and the national 
economy is expected by nearly all economists to move on to new all- 
time highs during this year. 

Certainly, if through excessive Federal spending newly created 
money is poured into the Nation’s spending stream this year, it will 
act only to drive up the prices of goods and services that anyone buys, 
especially the price of houses. 

During the past several months we have experienced a strong re- 
covery in the housing field. Private nonfarm housing starts last 
December had already risen to an annual seasonally adjusted rate of 
1,430,000, the highest monthly rate of starts on record with the excep- 
tion of one month in 1954. 

Private financing already available insures that homebuilding will 


continue at a very high level this year. With this prospect ahead of | 


us, it does not seem sensible for the Government to undertake measures 
which will give an additional strong stimulus to housing at this time. 
It would seem much better to withhold consideration of these meas- 


ures until housing is in a lagging phase. In the present general | 


economic environment, with the rate of housing already at high levels, 
we believe a further stimulus by the Government would produce a 
serious rise in prices. 

It is significant that since 1947 the Bureau of Labor Statistics index 
of wholesale prices has risen about 24 percent, whereas the Boech 
index of residential construction costs has gone up 42 percent. 

I would like to comment, finally, about one other characteristic of 
much of the legislation before this committee. That characteristic 
is the idea that interest rates on Government-underwritten mortgages 
must be held low and fixed and must not be permitted to reflect chang- 
ing demand and supply forces in the capital markets. 

In order to support these fixed rates at noncompetitive levels, we 
have become involved in heavy purchase programs by FNMA and in 
direct Government loans. 
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Interest rates in the past several years have risen basically because 
the demand for capital funds has exceeded the supply of saving. They 
have also risen because of the decline in the value of the dollar and 
the serious effect this has had upon the willingness to save. This 
country learned painfully in 1951, when the Federal Reserve was 
being forced to support the prices of Government securities at an 
artificially low rate, that the consequence was inflation in the money 
supply and rising prices. 

The law of supply and demand can be repealed in the Government- 
underwritten mortgage market through the operations of FNMA and 
direct Government loans, but it can be done only at the expense of a 
further decline in the value of the dollar. 

It is now recognized by most students of housing and mortgage 
lending that the soundest course of legislative action which could be 
taken at this time would be to permit the interest rates on Government- 
underwritten mortgages to reflect the basic forces of demand and 
supply in the capital markets. 

he evidence is clear that fixed interest rates on Government- 
underwritten mortgages—as against free market rates on bonds, com- 
mercial bank term loans, and conventional mortgages—have led to 
pronounced changes in the availability of private financing of VA- 
FHA mortgages. 

Freedom of the FHA and VA rates to move in response to overall 
capital market forces would regularize the availability of private 
financing for these mortgages and would thereby encourage sustain- 
able growth in the volume of residential construction. 

There are thousands of individual savings and loan associations, 
savings banks, commercial banks, and life insurance companies com- 
peting vigorously in making residential mortgage loans all over the 
country. It is clear that under these circumstances the competitive 
forces in the market would always recognize the superior risk of Gov- 
ernment-underwritten mortgages and the interest rate they carried 
would always reflect an appropriate differential as compared with the 
rate on conventional mortgages. 

Finally, by permitting the interest rate on Government-under- 
written mortgages to reflect capital market forces it would be pos- 
sible to remove the abuses and disadvantages of deep discounts which 
often arise on such mortgages at fixed interest rates. 

Most mortgage lending institutions are opposed to deep discounts 
and they are compelled to stop making FHA and VA loans at times 
in order to avoid being involved in purchasing at the deep discounts 
necessary to bring the investment yield in line with the return on 
other investments. 

In too many instances the heavy discount is known to have been 
passed on to the home purchaser in the form of a higher price for 
the house. In cases where the heavy discount cannot be shifted, home- 
building is discouraged. Accordingly, by eliminating deep discounts, 
arateon VA and FHA mortgages responsive to capital market forces 
would remove the serious disadvantages and abuses which they have 
produced. 

Time does not permit me to do more than outline the principal argu- 
ments as to why it would be wise to permit the interest rates on VA 
and FHA mortgages to reflect capital market forces. We have pre- 
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pared a memorandum which carefully documents these arguments, 
which you have received into the record. 

Mr. Ratns. Thank you, Mr. Shanks. I have only one or two ques- 
tions. 

In the first place, I agree with you that toward the beginning of 
the year the picture for housing starts looked rather bleak and dismal. 
However, as the year progressed it had a very bright upturn. My 
question is, Don’t you agree that the Emergency Housing Act of last 
year had a great deal to do with that upturn ¢ 

Mr. SuHanks. Yes; I think it had quite a bit to do with that upturn. 

Mr. Rarys. One other question right along that line. Last year at 
this time we were much more burdened with a feeling of recession 
generally throughout the country than seems to be prevalent today 
even though there are certain signs today, as a matter of fact, that 
could be danger signals, such as the figures on unemployment that I 
think are about to come out. But you will agree that the upward 
trend in housing had a good deal to do with helping to take us out 
of the recession of last year, wouldn’t you? 

Mr. Suanus. I think it had something to do with that, but the 
whole economy did shift along about April. 

Mr. Ratns. The figures that we see in this committee show the whole 
economy didn’t start shifting until considerably later, but that the 
housing impetus possibly had more to do with moving it up than 
any other one factor. 

I have one other question: On page 5, you talk about certain bills 
before us and you say that you believe in this economic environment 
a further stimulus by government would produce a serious rise in 
prices. 

Specifically, I would like you to tell me what specific things in the 
bill you think will do that. You are not opposing the urban renewal 
grants, are you? 

Mr. SuHanks. No, I am speaking about the spending items in the 
bill. 

Mr. Rarns. Would you mind enumerating the ones that you think 
we can do without and the ones that would turn it up ? 

Mr. Suanks. I am speaking now about. H.R. 2357. 

Mr. Rarns. Yes. 

Mr. SuHanks. Funds for the special assistance program by Fannie 
Mae, $500 million, I think that would be pretty much all spent this 
year. I think it is unnecessary. I think if the interest rates were 
allowed to be flexible we would get all of the stimulus that material 
and labor could properly take care of in the housing field. 

Mr. Rarns. Well, that is especially true in the light of what the 
Veterans’ Affairs Committee has done in the past few days, reporting 
the bill to raise the rate to 514. So if we left that out, that would 
be pleasing to you ? 

Mr. Suanxs. That would be pleasing. 

Mr. Ratns. Now, what are the others? 

Mr. Suanxs. I have nothing special, because I think it is the ag- 
gregate. The others would be spread over as much as 2 or 3 years. 

Mr. Ratns. I am getting down to brass tacks. I read comments 
in the papers and hear a lot. of opposition, and I want somebody to 
put the finger on H.R. 2357. If we leave out the special-assistance 
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funds because of the action of the Veterans Affairs Committee— 
now the urban renewal, would you want to cut that figure ? 

Mr. Suanks. I would cut all of those things. When you add them 
all together, you get too much spending this year. Flexibility would 
help on all those items, but I would cut them all somewhat. 

Mr. Rats. You realize the Budget has already set up § $105 million 
for urban renewal in 1960 and what you are t talking about. is not even 
going to touch the 1960 budget. I am afraid, Mr. Shanks, that too 
many people are reading the newspapers and are not really putting 
the figures together as to what this deal really is. 

Mr. Suanks. Mr. Chairman, these figures that we are talking about 
are going to come into full sway in the years after 1960 and “that. is 
just the very time, if our economy goes on as it should, when we are 
going to be pressing against our supply of labor and our supply of 
material, and then the spending of dollars won’t do a thing except 
raise prices. 

Mr. Rats. I don’t agree. I think what we should look for is an 
expanding economy in those years in which we will be able to take 
care of our expanding markets. I don’t think there will be much 
pressure : against labor with 5 million unemployed. 

Mr. Suanxs. I believe, sir, that there will be, and furthermore I 
want an expanding economy ‘just as much as you do, but we cannot 
get an expanding economy by injections of Government spending. 
The w ay to get it is through expanision of savings and then using all 
of those savings. 

Mr. Rats. Let’s get down to brass tacks. You say you think we 
should cut back urban renewal. The mayors said they want. $600 mil- 
lion for 10 years, we said $500 million for 3 years, and the Senate said 

$350 million for 6 years. I think you will realize, as Congressmen, 
we are looking some of those facts in the face. 

Mr. Suanks. That is right. 

Mr. Ratns. Do you res ally think with a backlog of six hundred and 
some million dollars already approved on urban renewal that we 
ought to cut that figure below even what appears to be not enough to 

take up the bac log, much less the continuation of it? 

Mr. Suanxs. We have distinct signs that the dollar is becoming a 
soft currency. 

Mr. Ratns. Where are those signs ? 

Mr. Suanks. One sign is the beginning of being priced out of for- 
eign markets. There are distinct signs of that. Another sign—al- 
though you can find other explanations on it, is the drain on gold. I 
have seen a thousand explanations why it doesn’t indicate anything 
but it does indicate foreigners think we are spending too much money. 

Mr. Ratns. Could I give you some light on the other side? You 
noticed how ec carloadings operated in the past 2 months, and I am not 
giving out any advance figures, but the r mate coming out on unem- 
ployment in a couple of weeks are going to make people stop, look, 
and listen. It appears to me that we may be hitting a hard-money 
deal in the immediate future. 

Mr. Suanks. I agree we have a spotty economy. This whole econ- 
omy is spotty because it is centered in durable consumer goods and it 
is spotty now. 
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Mr. Ratns. Let me ask you one other question, having to do with 
the idea of interest rates. I think there again there is a misunder- 
standing between a great many witnesses who appeared before our 
committee. This committee has not said on Government-guaranteed 
loans that we set a fixed interest rate. There is no demand on FHA 
above 6 percent today, so I wish that when you appear before your 
committee you would compliment them for recognizing one thing, and 
that is that we haven’t said that loans must be 414 or 514. We have 
got a yt ceiling on it and in view of the insurance feature of that I 
assume that interest rates on mortgages are also governed somewhat by 
the risk that you take, isn’t that correct ? 

Mr. Suanks. That is right, and I agree with you that you are not 
setting those rates and I agree with you that the Commissioner could 
change them and I don’t see why the Administration hasn’t done it. 
I think they should have done so and they have failed in not doing 


so. 

Mr. Ratns. The Veterans’ Affairs Committee in action a day or so 
ago changed it, but they have in the past had fixed rates, which wasn’t 
true of FHA. 

Mr. Suanxs. That is correct. 

Mr, Rarns. Actually 6 percent today is certainly a reasonable rate. 

Mr. Suanks. Oh, that is an ample rate and the Government-insured 
loans would always be below the rate for the uninsured. 

Mr. Ratns. Actually it about 514 average on FHA, isn’t that gen- 
eral ? 

Mr. Suanks. Yes. No, I think a good share of them are getting 51/4, 
because those 514s are selling at a slight discount. 

Mr. Ratns. Those are all the questions I have. 

Mr. Addonizio. 

Mr. Apponiz1o. Mr. Shanks, you indicated that the amount of lend- 
ing on conventional mortgages is fairly stable as compared to VA and 
FHA mortgages. 

Mr. SuHanks. That is right. 

Mr. Apponiz1o. Now, isn’t that so because most of those conventional 
mortgages are backed up by a second mortgage ? 

Mr. SuHanks. No, no, I don’t think so. I don’t believe the second- 
mortgage item is very important. There are second mortgages but it 
is not an important item. It is because the rate is free to fluctuate and 
the money goes into it at a much more steady pace. 

Chart 1 in the supplement which we filed shows that. 

Mr. Apponiz1o. Of course, even when money gets tight, would you 
say that is not so? 

Mr. SuHanxs. When money gets tight the rate rises, but it is much 
more stable, Sure, if money gets tight enough, it will go into other 
things, too. 

Mr. Apponiz1o. When the money market gets tight, though, isn’t 
there a tendency to have second mortgages ? 

Mr. Suanks. I will ask Mr. Brown if he will speak on that. 

Mr. Brown. I think there is probably some tendency to have sec- 
ond mortgages. Actually, we haven’t seen too much of it. We have 
been very much impressed, though, despite that, with the fact that 
there is a great deal of stability in the number of starts that are 
conventionally financed each year, 
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Mr. Apponizio. You honestly believe that there are not many sec- 
ond mortgages behind these conventional mortgages ? 

Mr. Brown. From the information we have, I would say not. 

Mr. Avponizio. I believe it was last year, when we were in Miami, 
and it was indicated to us in that area certainly it was very prevalent, 
and even in other sections of the country the situation presently exists. 

Mr. Brown. We, of course, cannot lend on second mortgages. We 


* can only lend on first mortgages, and the applications that come to us 


do not indicate a very high percentage are also taking out second mort- 
gages. It is true that in some instances they may be added after we 
have made the loan, but our records don’t indicate any great amount 
of it. 

Mr. Apponizi1o. Now, you also talk, Mr. Shanks, about a free inter- 
est rate. Do you mean that you want the ceiling to come off com- 
pletely, and just let it operate? 

Mr. Suanxs. No; the 6 percent is perfectly all right, and insofar as 
the Commissioner has authority to free it, I think he should free it, 
and that would greatly stabilize the flow of money into insured mort- 
gages. 

Mr. Apponizto. Actually, that is not a responsibility of this com- 
mittee. The committee has in the past indicated they can go as high 
as 6 percent. 

Mr. Suanxs. It is not a responsibility of the committee, but I hope 
you will swing your influence to getting the administration to free 
those rates. 

Mr. Apponizio. Thank you. No further questions. 

Mr. Rarys. Mr. Widnall ? 

Mr. Wipnatt. Mr. Shanks, I, too, want to welcome you here before 
the committee. All of us in New Jersey are thoroughly familiar with 
the fine work that you have done as head of the Prudential Insurance 
Co., and also in promoting better housing, not only in New Jersey but 
throughout the Nation. I would also like to commend you as to the 
Prudential’s decision to stay in Newark and rebuild the facilities for 


' your company there. That changed the entire future of Newark. 


That was not a Government program. It was private industry acting. 

Actually, when there was fli Tht taking place from Newark, it sta- 
bilized the whole situation, anal started it back in the other direction 
again. Now, we had some testimony earlier today favoring the en- 
largement of practically every program in the housing field, and the 
testimony given also asserted that it would not be inflationary at all, 


| because there would be additional income, more people at work, and 


it would fan out throughout the economy. How do you counteract 
that type of testimony? What is your own reaction to that? 

Mr. _opraleg Well, if you do it all by savings, it takes the inflation- 
ary pull out of a lot of it. But on the other hand, if you do enough 
of these things, then you get to competing with each other for mate- 
rials and labor and everything else, and the prices go up, and that cer- 


, tainly isinflation. All experience has shown that. 


Mr. Wrnatu. And that would be particularly true if we enlarge 
all of the Federal assistance programs, highways, national defense, 


_ education, all of the way along the line? 


Mr. Suanxs. There is no doubt about it. They all pyramid. And 


| there comes a point where you don’t make any more progress, you 


just increase the price. 
36043—59——35 
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Mr. Wwwnatt. I have heard the statement made that we can in- 
crease all these programs and still do it and balance the budget, be- 
cause we can cut other programs. But I still have to see recommenda- 
tions as to where the cuts might take place. Do you have any sug- 
gestions as to where we might soundly cut the budget to take care of 
some of these asserted needs? Maybe this is an unfair question to ask 
you. You are here to testify on housing. But I am trying to find out 
from witnesses, not just from witnesses before this committee, but 
also from witnesses before the Joint Committee on the Economic 
Report, what their reaction is. We are ordinary citizens and they 
are ordinary citizens. I would like their reaction so we can put it in 
the record. 

Mr. SuHanxs. As a say, I am here on housing, and there is very 
little I can say above the overall budget. But I will say this: I don’t 
think you can do much cutting in the field of national security and 
defense. I do think that there can be a lot of money saved in the 
farm support program, and I do think there are many programs, such 
as roads, and many other things, which will have to be spread out 
and cut down so that the immediate payments are not so high. 

Mr. Wipna.t. A representative of the two great labor organizations 
who testified this morning said that the figures for capital construc- 
tion here in this country are materially down. They were projected 
as not being anywhere near as large in the immediate future, and 
therefore there should be plenty of mortgage money available, plenty 
of mortgage money to go into the building field. 

What is your own reaction with respect to that? Do you find that 
the demands for capital construction are materially down? 

Mr. Suanks. No; we don’t find them materially down. As a mat- 
ter of fact, we think they are going to be up a little before the end of 
the year, by a couple of billions. But I do think there will be ample 
mortgage money. There is ample money now, and I think there 
will be ample money for all housing needs from savings sources, such 
as our sources, for the rest of this year, provided there is a rate which 
will attract them into housing. 

Mr. Winatu. Your testimony is you believe if there is a flexible 
interest rate tied in with supply and demand that the housing needs 
of the country can be adequately supplied ? 

Mr. Suanxs. Ido. Take the instance of the rate going to 514 per- 
cent for veterans’ loans. That will have a big effect there. 

Mr. Wipnatu. I would just like to make this statement for the 
record. Our chairman referred to 5 million unemployed at the pres- 
ent time. I don’t want to quarrel with him, but there was testimony 
from the AFL-CIO this morning that it was 4,100,000, which is a 
materially different figure. 

Mr. Rarns. When we see the figures about 2 weeks from now, we 
will talk about them then. There are many people in various segments 
of the economy who are out of work now who were not out of work 
3 months ago. I hope the figure will be less than 4 million, but I doubt 
it seriously. 

Mr. Suanxs. There is no doubt that employment lags as you come 
out of recessions. 

Mr. Rarns. Thank you. 

Mr. Barrett. 
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Mr. Barrett. Mr. Shanks, you know of course, the people of New 
Jersey have sent some very fine legislators to Washington. We have 
Mr. Addonizio and Mr. Widnall, and now we have this beautiful 
young lady, Mrs. Dwyer. | 

Mr. Ratns. This judge has a monopoly on this committee, as you 
can see. 

Mr. Barrerr. They are very capable, and we are thankful to you 
for sending them to Congress. Certainly, I don’t want to be too harsh 
with you, because my family is insured with Prudential. I just want 
to call your attention to this fact: I am a neighbor of yours. I live in 
Philadelphia. We have 130,000 on the unemployment rolls. It is 
increasing rapidly. The State of Pennsylvania has over 500,000 
unemployed. It is increasing rapidly. Today we have over 41% mil- 
lion, I think, on the unemployment rolls throughout the country. 

I was wondering, along with the statements that Mr. Widnall just 
made, if you would be willing to indicate that you wanted a balanced 
budget if we had 514 million on the unemployment rolls throughout 
the country. 

Mr. Suanks. I would balance the budget, by cutting out some of 
the things which I referred to, and I do not think that an unbalanced 
budget, which will lead to weakening of the dollar, will help those 
unemployed, except momentarily. We will take care of these people 
much better if we keep our dollar strong and our finances right. 

I am just as much against unemployment as any man. I am more 
against it. I worked my way from the time I was in grade school, 
all of the way up, and I worked at the very hardest of occupations, 
and I have had union cards in at least three unions. But you can’t 
do that by this spotty stimulation which destroys the dollar. You 
have got to do it by stimulating savings and getting steady housing 
and steadiness in these other items. 

It is true that employment lags as you come out of recessions, but 
I am sure as we enter the sixties we will be far better off than if we 
go into excessive spending at this time. 

Mr. Barrert. I just want to make this one point. I am wondering 
if a sound dollar has any influence on the men and women who are 
out of employment, who have empty coalbins, empty pocketbooks and 
a desire to get an adequate home. 

Mr. Suanks. A sound dollar, of course, has no effect on them. They 
are concerned about the unemployment compensation and the things 
they should get, and they should get them. You didn’t hear me say a 
word about cutting back on that, but the sound dollar is something 
which is going to give them far steadier employment and far better 
employment over the years than an unsound dollar. 

Mr. Barrerr. Thank you. 

Mr. Rains. Mrs. Dwyer, since you are from New Jersey, do you 
have some questions or some comments, since we have a distinguished 
New Jersey man here? 

Mrs. Dwyer. Mr. Chairman, I am very proud to have Mr. Shanks 
with us this afternoon. Asa freshman member, I will yield to another 
colleague at this time. 

Mr. Ratns. Do you have any questions, Mrs. Sullivan? 

Mrs. Suttivan. No, not now, thank you. 
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Mr. Ratns. Thank you for appearing, Mr. Shanks. We have a 
number of Congressmen to hear now. Before we start, I have some 
statements I wish to include in the record, Mr. Reporter. 

The first is a statement by the National Retail Lumber Dealers 
Association; and after that is a statement by the American Hospital 
Association ; after that is a statement, a very lengthly one, from the 
American Medical Association. . 

(The statements referred to are as follows :) 


STATEMENT OF THE NATIONAL RETAIL LUMBER DEALERS ASSOCIATION 


Mr. Chairman and members of the Housing Subcommittee, my name is John H. 
Else and I am legislative counsel for the National Retail Lumber Dealers Asso- 
ciation with headquarters in Washington, D.C. 

As builders and as suppliers of most of the lumber and building materials 
for new home construction and for home improvements, retail lumber and build- 
ing material dealers are extremely interested in seeing that there is an adequate 
supply of new and reconditioned homes to meet the needs of our citizens. 

It is hoped that the following recommendations will be helpful to the mem- 
bers of the subcommittee in the consideration of the housing bills pending before 
the subcommittee. 

PROPERTY IMPROVEMENT LOANS 


H.R. 2357 would extend the title I, home improvement loan insurance program 
of FHA, for 1 year. 

The administration’s bill, H.R. 3319, would continue this program on a per- 
manent basis. 

The title I program has proven to be an excellent weapon in fighting slums 
and in upgrading our older homes. It provides a sound method of financing 
home improvements within the framework of private enterprise at no cost to 
the taxpayer. 

To extend the program for only 1 year would, in our opinion, indicate a lack 
of confidence or interest in the program. 

We believe that the record of the title I program warrants congressional 
action to make the program permanent. 

If the Congress deems it inadvisable to make this program permanent, then 
it should be extended for a minimum of 5 years. 


MORTGAGE CEILINGS AND DOWNPAYMENTS 


The Rains bill (H.R. 2357) would make the following changes in the section 
203, sales housing program. 

(1) The maximum mortgage limits would be increased from the present 
$20,000 to $25,000 for one- and two-family houses and the present $27,000 to 
$30,000 for three-family houses; four-family homes would remain the same at 
$35,000. 

(2) Required downpayments are reduced in the middle-price ranges between 
$13,500 to $18,000 and above $18,000. 

(3) The maximum 30-year maturity on such loans would be increased to 
35 years. 

(4) Improves the trade-in house program. 

(5) Calls for a reduction in the FHA insurance premium. 

Under the administration’s bill, H.R. 3319, the following changes would be 
made in the section 203 sales housing program of FHA: 

(1) Increase the maximum mortgage for one and two-family houses from 
$20,000 to $25,000. The three and four-family houses would remain unchanged. 

(2) Would make the trade-in program more workable. 

Construction costs have increased a great deal since the Congress provided 
for the present mortgage ceilings. 

An increase in the maximum mortgage amounts would recognize the increase 
in costs of construction and would make the FHA mortgage insurance program 
available to many who are presently barred because of existing limitations. 
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LOW COST HOUSING IN OUTLAYING AREAS 


We recommend that the section 203(i), low-cost housing FHA program for 
nonurban areas, be changed to permit a maximum mortgage of $9,000 and to 
permit existing housing to come under this program. 

These changes would recognize the increase in costs and would be a major 
step toward providing new housing and the upgrading of existing homes in 
outlying areas. 

We, therefore, recommend approval of section 103 of H.R. 2357. 


RENEWAL OF GENERAL MORTGAGE INSURANCE—-AUTHORIZATION LIMITS 


The administration’s bill, H.R. 3319, would remove from the National Housing 
Act existing limitations on the amounts of aggregate mortgage insurance volume 
of FHA outstanding at one time. 

The effect of this amendment is to authorize FHA to accept for insurance 
any volume of loans submitted by private lenders. 

We believe this is a desirable and practical proposal and recommend its 
approval. 

Changes in the market, and economic conditions, are often unpredictable 
and often not contemplated at the time of the initial insuring authority projec- 
tions. Therefore, there is often a variance between initial projections or 
estimates of needs and actual volume of FHA applications. 

Furthermore, the new certified agency program will create a volume of 
insurance commitments which cannot be accurately estimated by FHA. 

To require FHA to periodically request additional authorization often makes 
for a slowdown on planning on the part of builders and lenders. 

The year 1959 is the 25th anniversary of the Federal Housing Administration. 
There can be no better way to recognize the accomplishments of FHA than to 
authorize the agency to use its own funds without having to come to Congress 
each year to remain in business. 


INTEREST RATES—RENTAL AND COOPERATIVE HOUSING 


We believe that the provisions of H.R. 3319, increasing the maximum interest 
rates for mortgages on rental and cooperative housing are realistic and neces- 
sary. 

HOUSING IN URBAN RENEWAL AREAS (SEC. 220) 


The proposed changes in the section 220 program for housing in urban re- 
newal areas, contained in H.R. 3319, would make this program more effective 
and workable. 

The increased maximum limits on one-and-two-family dwellings are in line 
with similar proposals for section 2038, sales housing. This is also true of the 
trade-in-housing program. 

The proposals would also eliminate the discrimination against investor- 
redevelopers sponsoring new section 220 rental housing projects and would 
simplify the requirements of the program. 


RELOCATION HOUSING (SEC. 221) 


The proposals in H.R. 3319 to amend section 221, which is a program for 
persons displaced by governmental action, would increase the sales housing 
mortgage limit in high cost areas from $10,000 to $12,000 and the formula for 
basing mortgage amounts on estimates of replacement cost would, we believe, 
be desirable amendments. 


FEDERAL NATIONAL MORTGAGE ASSOCIATION 


The Rains bill, H.R. 2357, would permit FNMA to purchase mortgages up to 
$18,000 (presently $15,000). 

The administration’s bill would permit $20,000 mortgages to be purchased. 

We see no reason for any limitation to be placed on purchases by FNMA. 
However, if Congress feels that some limitation is necessary, then we recom- 
mend approval of the provisions of H.R. 3319. 

The Rains bill would make a number of changes in FNMA’s special assistance 
program, including the requirement that FNMA pay par for special assistance 
mortgages and including an additional $500 million support fund for mortgages 
of $13,500 or less. 
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We are opposed to both of these provisions and recommend their rejection by 
the committee. 

To require FNMA to pay par for mortgages when the market price for such 
mortgages is far below that amount is nothing more than a subsidy and elimi- 
nates private investors in the program. 


URBAN RENEWAL 


The upgrading of our neighborhoods and the elimination of slums is necessary 
to prevent urban decay in many areas, 

However, we believe this to be mainly the responsibility of the local com- 
munity benefiting from such programs. 

As long as the Federal Government contributes to such local programs, there 
is little incentive for those localities receiving such aid to assume the respon- 
sibilities of finding other ways and means of carrying on the program. 

We endorse the proposal in H.R. 3319 to gradually reduce the Federal partici- 
pation in urban renewal programs from the present 6624 percent of the net 
project cost to 50 percent. 

PUBLIC HOUSING 


We vigorously oppose any further authorizations for the public housing pro- 
gram. Weespecially urge the disapproval of the proposal contained in the Rains 
bill which would give to local housing agencies the supervision and control over 
income limits of occupants of public housing. 


COLLEGE HOUSING 


We seriously question the need for continuing this program of loans to colleges 
at an unrealistically low interest rate. 

If Congress does continue the program, then we recommend approval of an 
interest rate which reflects the cost of such funds to the Government. 

We oppose any extension of this program to include classrooms and other 
nonhousing construction. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


The VHMCP program will terminate this year unless extended. 

This program has helped some buyers in smaller communities to obtain VA 
and FHA loans which were not available prior to the program. 

If Congress should increase the maximum interest rate on VA loans, which 
we feel should be done, the work of VHMCP should be considerably increased. 

We recommend a 2-year extension of the program. 


STATEMENT OF THE AMERICAN HOSPITAL ASSOCIATION BY KENNETH WILLIAMSON, 
ASSOCIATE DIRECTOR 


I am Kenneth Williamson, associate director of the American Hospital Asso- 
ciation. This association is a voluntary, nonprofit membership organization 
with about 7,000 members, including the great majority of all types of hospitals. 
Among these are over 90 percent of the Nation’s general hospital beds. Last 
year, the Nation’s hospitals admitted almost 23 million patients. Our primary 
interest—and the reason for the organization of this association—is to pro- 
mote the public welfare through the development of better hospital care for all 
the people. 

On behalf of the American Hospital Association, may I express appreciation 
for the opportunity of presenting this statement for the record, expressing our 
interest and views on several houisng programs in a number of fine bills under 
consideration by this committee. To simplify presentation of our statement, we 
have, however, addressed our comments solely to several titles of H.R. 2357, a 
bill introduced by Congressman Albert Rains, which is particularly outstanding 
in its proposed solutions to several serious problems besetting our Nation. 

Three areas are covered in this statement: 

1. Federal mortgage insurance program for proprietary nursing homes. 

2. Housing for the elderly. 

8. The student nurse and medical intern housing provisions of the college 
housing program. 
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In our discussion of each of the above subjects, we have also set forth specific 
recommendations which we submit for the consideration of this subcommittee. 


FEDERAL MORTGAGE INSURANCE PROGRAM FOR PROPRIETARY NURSING HOMES 


Our aged population is growing rapidly and in future years the total number 
of persons 65 years of age and over will be of such proportions as to cause grave 
consequences unless we now start to plan thoughtfully. One of the major needs 
of aged people is for adequate health facilities. Nursing homes properly con- 
stituted are health facilities and not custodial institutions. As health facilities 
nursing homes will play an important part in meeting the overall health needs 
of the population. We recognize that, at the present time, the great majority 
of institutions called “nursing homes” are operated as proprietary institutions. 

At the present time the Federal Government, through the Hospital Survey and 
Construction Act, is assisting in the construciton of nonprofit nursing homes 
and is in this connection serving in a most important way to establish standards 
for their construction and to insure their operation as health facilities in order 
to best meet the needs of the population. 

We believe it is generally desirable at this time, because of the present short- 
age of nursing-home facilities to provide health care for aged persons, and in 
the public interest, for the Federal Government to participate in financing, 
through a mortgage insurance program, the construction and renovation of 
proprietary nursing homes. 

We, therefore, support title I, section 114(a) of H.R. 2357, limited to pro- 
prietary nursing homes, with the following amendments: 

1. We believe it is essential that the definition of “nursing home” be explicit 
and avoid any confusion or duplication with the Federal Government’s partici- 
pation in the construction of other health facilities, and that it not complicate 
definitions already adopted by the Federal Government and the Hill-Burton 
agencies in every State. 

Far-reaching importance attaches to uniformity in statutory definitions of 
the various kinds of health facility. Not only is this true in terms of congres- 
sional consideration and appraisal of new legislative programs, but it is equally 
so in terms of Congress’ annual review of budgets. In either case, use of the 
same term to describe facilities of different kinds cannot fail to be confusing. 
Uniformity also makes for simplification of administration by executive agencies, 
particularly where program coordination by at least two agencies is required. 

The term “nursing home,” though defined in separate Federal laws, should 
mean the same kind of facility, in which the same kind of care is provided. We 
find that there is a difference in the definition of the term “nursing home” as it 
is in the Hospital Survey and Construction Act and as it is proposed in this 
legislation. This difference results from the use of the word “or” in the bill, 
page 25, lines 15 and 16, instead of the word “and” as used and comparably 
positioned in the Hospital Survey and Construction Act definition. 

In application, the interpretation of these two words means an entirely dif- 
ferent type of facility and a different kind of care to be provided. The “or” 
means one kind of facility; and the “and” another. Under the present language 
of the bill, it means that in the facilities described as a nursing home, skilled 
nursing care or related medical services are to be provided. One would suffice. 
Both are not necessary. And, with respect to at least nursing care, it does not 
have to be prescribed by a physician nor does it have to be performed under 
medical supervision. Hence, the legislation makes possible the qualification 
of a facility described as a nursing home, without requiring that skilled nursing 
care be under medical supervision. 

A nursing home is a health facility, not a custodial institution. It is the 
view of this association that a nursing home, if it is to be considered a health 
facility, must provide skilled nursing care and related medical services under 
medical supervision. 

We wish to point out particularly the importance in this definition of requir- 
ing that an institution using the title “nursing home” must provide essential 
health services in such a way as to protect the public interest. 

Uniformity of definitions also holds implications in the Federal-State public 
assistance programs. State agencies would inevitably be confused should Fed- 
eral statutes define different kinds of facilities under the single term “nursing 
homes.” States would be under considerable pressure to make the same level 
of payments to both kinds of facilities even though the type of care would differ 
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significantly. The fact that a Federal definition existed would be most per- 
suasive to this course of action. 

We recommend, therefore, for the reasons stated, that the definition of nursing 
home should be changed on lines 15 and 16 by substituting the word “and” for 
the word “or.” 

2. We believe the Federal Government, through the Federal grant-in-aid pro- 
gram, established a most important principle of requiring State surveys and 
determining the need for health facilities as a basis for making the construction 
of such facilities possible, as well as providing standards for safety and con- 
struction. We highly approve of the provision of this bill which does not permit 
the Federal Government to guarantee a mortgage for the construction or reno- 
vation of proprietary nursing homes unless certification of the need for the 
facility is first obtained from the State Hill-Burton agency. We also believe 
that such facility construction or renovation should be in accordance with the 
standards of the Hospital Survey and Construction Act. These standards were 
carefully worked out by expert groups in the interest of the safety and care of 
the patient. Insistence on their being followed in this program would assuredly 
be in the public interest. 

We recommend, therefore, that proposed section 229(d, 4) to title II of the 
National Housing Act be amended by adding the following language after the 
words “nursing home,” on page 27, line 16: “and that the facility will be con- 
structed or renovated in accordance with standards prescribed under the Hos- 
pital Survey and Construction Act.” 

8. Section 201, we note, provides that the Commissioner may in his discretion 
regulate charges and methods of operation. We are, as a matter of principle, 
opposed to legislation granting to the Federal Government the authority to 
regulate charges and, therefore, to be able to intervene in the operation and 
administration of any health facility. We believe if the loan is made on the 
basis that the facility to be constructed or renovated has been determined to be 
a good risk in the first instance that then such a requirement is unnecessary. 

We recommend, therefore, that that portion of proposed section 229(d) (1) 
be eliminated which gives the Commissioner discretion to regulate or restrict 
charges and methods of operation. 


Housing for the elderly 

We are deeply impressed by and particularly interested in title II of H.R. 
2357, Mr. Rains’ bill. It recognizes one of the most serious problems confronting 
elderly persons in this country—the need for decent housing at rentals which a 
larger proportion of them can now afford to pay—and advances a workable and 
desirable solution. This is most forward-looking legislation and should be 
enacted into law. 

This title would establish a new program to provide housing needed by elderly 
people. It would achieve this objective by authorizing the HHFA Administra- 
tor to make low-interest loans on liberal terms to private nonprofit corporations 
to build rental housing and related facilities for elderly families and individuals. 

This proposal is important not only because it provides for the housing needs 
of elderly persons, but also because of the relationship it bears to their health 
needs. The shortage of good housing for such persons has caused a great many 
of them to be more expensively housed in various types of custodial and nursing 
home facilities, even though they may not have had a particular need of health 
services at the time. 

Consequently, we believe that the good housing, including infirmary facilities 
which this legislation would make available, would provide an economic means 
of meeting a most pressing and major problem of old age, and would reduce 
the admission of many elderly persons to health facilities and related facilities 
when they do not require such care. We are confident that many communities 
will be anxious to see the kind of housing called for in this legislation built in 
close proximity to their local community hospitals. With ready access to neces- 
sary health facilities and medical services, their health needs can be met. 

We offer one recommendation on title II. Clause A, section 204(8) is so 
broadly stated that it would make possible an interpretation permitting the con- 
struction of hospitals. We are confident that this is not intended. 

We recommend, therefore, that clause A of that section be amended so that 
hospitals cannot be constructed under this title. 
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Student nurse and intern housing 


In the 2 years the student nurse and intern housing program has been in 
existence, progress has been made in providing better housing for these stu- 
dents—not as much as we would like to have seen nor as much as could have 
been made. 

The program presents a desirable and practical approach to reduce substan- 
tially the critical shortage of professional nurses which now confronts the Na- 
tion by providing housing for needed students. 

At present, schools of nursing are not graduating enough professional nurses 
to keep pace with our explosive population growth. When coupled with the 
expanding demands of the public for additional health services, an already bad 
national shortage is becoming increasingly critical. 

By 1970, these schools should admit annually 75,000 new students and gradu- 
ate not less than 48,000. Current data indicates that for 1958, new admissions 
stand at 46,600 and graduate at about 29,000. This is far short of the goals 
which must be reached. 

It will undoubtedly be of interest to the committee to know that in 1958 
there were in the United States 1,118 schools of nursing. Of these, 924 were 
hospital schools of nursing, 166 college or university schools, and 28 junior col- 
lege (2-year schools). 

To achieve 1970 goals, nursing schools must now start to increase their annual 
admissions. Since approximately 85 percent of all professional nurses are 
trained in hospital schools of nursing, it is clear that most of the increase 
needed must come through increases in the enrollments of these schools and in 
the establishment of new ones. This means that adequate housing must be 
provided to make these increases possible. The problem, however, is not solely 
in terms of increases: the ability of some schools even to continue in operation 
will be conditioned by the provision of better housing than their present inade- 
quate and antiquated facilities. 

The 1957 nationwide survey of this association developed that hospitals had 
a need substantially in excess of $150 million to construct housing for student 
nurses and medical interns. We found that housing constituted a serions bottle- 
neck in the ability of the nursing schools to increase their enrollments, and 
that inadequate and insufficient housing was an important factor limiting the 
size of the classes which nursing schools could admit. 

The student nurse and intern housing program also helps solve an obstacle 
of increasing concern affecting internship, an essential link in the education of 
physicians. Since the proportion of interns who are married has reached about 
85 percent, housing has become a decisive consideration in the acceptance of 
many internships. Suitable quarters for the intern and his family frequently 
become all important. Lack of them results in some hospitals failing to fill 
their present quotas. As the output of medical schools is increased the problem 
will, of course, be intensified. 

Interns are available on call at any hour, day or night. If their families 
cannot be housed on the hospital grounds, it requires them to maintain homes 
elsewhere. This added housing cost imposes great economic hardship on the 
interns and their families, and has important bearing on the attractiveness of 
the offered internships. While this program of itself does not increase the 
number of interns, it will provide the housing needed for interns coming from 
the new medical schools which are needed. 

Hospitals generally are unable to finance the construction of such housing 
through loans carrying prevailing high commercial rates and would not be 
helped by a Government guarantee of such loans. Their need is for a long- 
term, low-interest loan program as is made possible in the student nurse and 
medical intern housing program. This enables hospitals to build the necessary 
facilities in which to house their student nurses without increasing unduly the 
already heavy cost of nurse education. 

Our survey also disclosed that if such a program had funds available com- 
mensurate with national needs, such housing could be constructed and a sub- 
stantial inroad into the problem of nurse shortages could be made. Hospital 
after hospital stated that if it had adequte housing, it could increase its enroll- 
ment materially. 

We welcomed congressional enactment of the student nurse and medical intern 
housing program. It stands for a recognition of the role of hospital schools as 
educational institutions, especially in the education of nurses and medical interns, 
and of the needs of these schools for housing. But we have consistently ex- 
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pressed concern that the fund of $25 million was far too small to meet the need. 
Unfortunately, the experience under the program has borne out our fears. The 
first act of the administration was to reduce the amount to be made available 
still further to $22.9 million, and the subsequent diversion of additional millions 
by the Housing and Home Finance Agency has not improved this situation. 

This association is greatly concerned that this program is not being developed 
as it should be—and indeed as it can be—to meet the Nation’s rapidly expand- 
ing demands for more professional nurses to provide necessary health services, 
to aid in research, to staff public health programs, and to meet essential man- 
power requirements of Government, industry, and others. Instead it has been 
burdened from the outset with restrictions on hospitals considerably more 
severe than those imposed on other borrowers under college housing. 

Even if some of the restrictions may in fact be explained on the grounds of 
the inadequacy of the $25 million and the need to spread this sum over as 
many States and as many projects as possible, such explanation becomes more 
than somewhat illogical in light of the HHFA’s action to divert a substantial 
part of this sum to other purposes. 

This action, we felt, was profoundly shocking in the face of the legislative 
history of this program, which made it abundantly clear that the $25 million 
fund was specifically earmarked for the exclusive use of housing for student 
nurses and medical interns. 

Attached hereto for the information and consideration of this committee are 
copies of the exchange of correspondence I had with the HHFA, registering 
vigorously our protest of this action and the Agency’s reply. Attached also is 
a memorandum outlining the legislative history of section 601 of the Housing 
Act of 1957, amending title IV of the Housing Act of 1950. 

This association cannot accept the Agency’s statement that no reservations 
were denied to hospitals because of lack of authorization. The total amount of 
hospital loan applications so greatly exceeds the total authorization that this, 
in and of itself, would have brought about a denial of a substantial number of 
applications. Denial of additional reservations, withdrawals, and even failure 
to submit applications can be directly attributed to the excessive restrictions 
adopted by HHFA on hospital applications. One restriction in particular, 
requiring hospitals to scale down their project applications before they will be 
given consideration, has had a most discouraging effect on many hospital 
schools who are in great need of financial assistance to construct necessary hous- 
ing for their students. The continuation of this program depends upon an in- 
crease in the loan authorization for student nurse and intern housing. We 
urgently request this committee to increase the authorization for this program 
to a level commensurate with existing national need. Specifically, we believe 
that our nationwide survey which we brought to the attention of this committee 
in 1957 amply demonstrates that the authorization should be raised to $150 
million. 

We recommend, therefore, that the loan authorization for student nurse and 
intern housing be increased from $25 million to $150 million. 

We recommend appropriate action making it impossible for the Housing and 
Home Finance Agency to divert for any other purposes funds Congress makes 
available for loans for the construction of student nurse and intern housing. 

We further recommend that the college housing legislation be amended to 
require the appointment by HHFA of an Advisory Council on Student Nurse 
and Intern Housing. 

This Council should be composed of persons familiar with the financing of 
hospitals and of hospital operations. This Council, we believe, would lead 
to a more effective administration of this program. Experience reflects that 
a better understanding of hospital financing by the administering agency is 
greatly needed and this understanding would be brought by the appointment 
of an Advisory Council. The fact that hospitals are required to finance from 
other sources such a disproportionately larger share of construction costs 
than other borrowers under the college housing program, clearly points to the 
fact that consultation with persons familiar with hospital financing would 
have proved most helpful. 

May I express to you, Mr. Chairman, and the members of your subcommittee, 
our deep appreciation on behalf of the American Hospital Association and its 
members for the opportunity of presenting our views on this important 
legislation. 
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We respectfully ask that you give these recommendations your earnest and 
sympathetic consideration. 
Thank you. 





AMERICAN HOSPITAL ASSOCIATION, 
Washington, D.C., October 17, 1958. 
Mr. ALBERT M. CoLeE, 
Administrator, the Housing and Home Finance Agency, 
Washington, D.C. 


DEAR Mr. CoLe: We are shocked to learn from your college housing status 
report for September 1959, that your Agency has diverted to other uses funds 
made available by Congress to meet pressing needs of hospitals for the housing 
of student nurses and medical interns. The history of the legislation, outlined 
in the enclosed memorandum, makes abundantly clear that the funds were 
intended to be devoted to this purpose and to no other. 

This association, you will recall, in behalf of the hospitals of the country 
and in order to help meet an urgent need, called to the attention of Congress 
an acute deficiency in the housing available for student nurses and for medical 
interns, a deficiency which has imposed a serious limitation on the training 
of health personnel. We urged the passage of legislation which would make 
hospitals with approved educational programs of these kinds eligible for funds 
under the college housing program. In the Housing Act of 1957, the Congress 
enacted such legislation and made available a sum of $25 million. 

The action of your Agency in committing some $7 million of this sum (and 
by now, perhaps more) to borrowers other than hospitals flies in the face of 
repeated statements in Congress that the $25 million was intended to be ear- 
marked for hospitals. This action has been taken in spite of the fact that the 
entire $25 million would be wholly inadequate to meet the need of hospitals— 
a fact attested by the action of the Senate and of the House Committee on 
Banking and Currency, in the last session of Congress, which would have in- 
creased the funds available for hospitals to $75 million (a figure still far short 
of the total need that has been documented). 

Your Agency did not support the inclusion of hospitals among the educational 
institutions eligible for loans, and it is our belief that the Agency’s administra- 
tion from the start has reflected its lack of sympathy for the participation of 
hospitals in the program. You have declined to follow our suggestion that you 
draw upon the advice of persons familiar with hospitals and their needs, a 
suggestion which we believe would have led to a more effective use of the all-too- 
limited funds. Restrictions have been imposed on hospitals in respect to the 
amounts of individual loans considerably more severe than those imposed on 
other borrowers, a discrimination that has been explained to us as necessitated 
by the inadequacy of the $25 million and the need to spread the funds over as 
many States and as many projects as possible. Even assuming that this would 
have been the best use of the funds, the explanation becomes somewhat dis- 
ingenuous in the light of your Agency’s diversion of a substantial part of the 
funds to other purposes. Hospitals have also been required to finance from 
other sources a larger share of the construction costs than have other borrowers, 
apparently on the assumption that hospitals are poorer credit risks than other 
educational institutions. Here again, consultation with persons familiar with 
hospital financing might have proved helpful. 

The failure of enactment of the proposed Housing Act of 1958 has undoubtedly 
placed great pressure upon funds available for college housing loans. This is as 
true of hospital schools as it is of other educational institutions, and it certainly 
provides no excuse for diversion of the small sum which Congress intended to 
earmark for hospital loans. If there are any other facts or circumstances bear- 
ing on the propriety of this diversion I hope you will advise me without delay, 
as I am anxious that our recital of this development be altogether fair. 

I would most urgently request you to take such action as is legally possible 
to restore the funds thus diverted, including a reservation for hospital use of 
whatever balance still remains in the college housing revolving fund and of the 
amounts of any outstanding commitments which may for any reason lapse. 

Sincerely yours, 
KENNETH WILLIAMSON, 
Associate Director American Hospital Association. 
Enclosure. 
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LEGISLATIVE HISTORY OF PROVISION IN HousiInG AcT FoR LOANS TO HOSPITALS 


Section 601 of the Housing Act of 1957 amended title IV (the college hous- 
ing title) of the Housing Act of 1950 to include public and other nonprofit hos- 
pitals in the definition of “educational institution’ and thus to render them 
eligible for loans under that title, if they are operating State-approved schools 
of nursing beyond the high school level or have been approved for internships. 
With respect to these loans, it was provided that “the amount outstanding for 
hospitals * * * shall not exceed $25 million.” 

These provisions were not contained in the bill (H.R. 6659, 85th Cong., 1st 
sess.) as it was passed by the House of Representatives, but were introduced by 
the Senate Committee on Banking and Currency (S. Rept. 368, 85th Cong., 
1st sess.) which also recommended an increase of the total college housing re- 
volving fund from $750 to $950 million, instead of $900 million as had been 
voted by the House. The committee stated in its report (p. 30) : 

“For these reasons, section 601 of the bill increases the authorization for col- 
lege housing loans by $200 million (including $25 million reserved for nursing 
students and interns), as explained below. 

* * * * % * * 


“In addition, the committee was greatly impressed by a recommendation of 
the American Hospital Association, representing over 5,500 hospitals in the 
United States, concerning the housing shortage at institutions operating approved 
schools of nursing or internship training. It was pointed out that in order to 
meet the minimum requirements for the training of nurses that the Nation’s 
hospitals and nursing schools must acquire housing for an additional 75,000 
student nurses during the next 9 years. A similar critical situation exists in the 
need for the housing of medical interns. * * * The bill would authorize an addi- 
tional $25 million for the college housing loan revolving fund earmarked spe- 
cifically for the construction of housing for student nurses and interns.” [Italics 
added. ] 

In presenting the bill on the floor of the Senate, Senator Sparkman again re- 
ferred to the $25 million as being earmarked for hospitals, while the chairman 
of the committee, Mr. Fulbright, stated that “That leaves $150 million for reg- 
ular college housing” (103 Congressional Record, 7703, 7866). Senator Bricker 
moved a series of amendments reducing money amounts at various points in the 
bill, including a reduction of the college housing fund from $950 to $925 mil- 
lion, of which he said (id., p. T863) : 

“The program in regard to college housing has been increased $25 million over 
what the administration asked for. Twenty-five million dollars has been pegged 
so to speak, for the purpose of a special college housing program. That would 
leave $175 million, representing a saving of $25 million. 

Senator Bricker’s amendments were adopted (id., p. 7873). 

The bill then passed the Senate and went to conference. The conference com- 
mittee accepted the Senate provisions here under consideration, including the 
$925 million figure for the total fund. The House managers stated that this sum 
“would include $25 million for loans to nonprofit hospitals to provide housing 
for student nurses and interns” (H. Rept. 659, 85th Cong., 1st sess., p. 22), 
and in explaining the conference report to the House, Mr. Rains said (103 Con- 
gresisonal Record 10566) : 

“The compromise bill increases the amount of funds for college housing loans 
by $150 million to $925 million, of which $25 million would be reserved for a new 
type of eligible loan, namely loans to nonprofit hospitals for housing student 
nurses and interns.” [Italics added.] 

In the Senate, Senator Sparkman again stated that $25 million is earmarked 
for loans to hospitals” (id., 10661). 

It is thus plain that the responsible congressional committees and their spokes- 
men in both Houses intended the $25 million to be “earmarked” or “reserved” 
for hospitals, which can only mean that this sum should not be available to bor- 
rowers other than hospitals. The statutory limit was expressed as a prohibition 
of loans to hospitals in excess of $25 million, presumably because all such loans 
are discretionary and the Administrator is under no statutory mandate to lend 
the entire $25 million to hospitals. It does not follow, however, that he is le- 
gally free, by lending or committing more than $900 million to other educational 
institutions, to disable himself from lending the full $25 million to hospitals. 


| 
\ 
/ 








— 








— = 


vs 


l- 
Le 


ig 


)s 


n- 


r= 


le- 
al 
ls. 





HOUSING ACT OF 1959 549 


In doing so, whether or not he has violated the statute, he has clearly violated 
the expressed intention of those Members of Congress who earried the chief 
responsibility for this legislation. 


Hovusine AND HoME FINANCE AGENCY, 
Washington, D.C., October 31, 1958. 
Mr. KENNETH WILLIAMSON, 
Associate Director, American Hospital Association, 
Washington, D.C. 

Dear Mr. WitLiAMson: Thank you for your letter of October 17, 1958, re- 
garding the handling of loans to hospitals under the college housing program 
which is administered by the Community Facilities Administration. 

As of the end of September this Agency has approved 15 loans to hospitals 
totaling $6.4 million, and has reserved funds for 24 other applications totaling 
$8.6 million, making total commitments under the $25 million maximum limita- 
tion of $15 million. There are 7 pending applications totaling $3.1 million, No 
reservations have been denied to hospitals because of lack of authorization. 

As you know, despite the failure of the Congress to pass a housing bill, the 
President has instructed this Agency to accept and process applications, al- 
though once the statutory limitation has been reached it will not be possible to 
make final commitments. However, the President has stated that he will ask 
Congress for funds early in the next session, and this Agency is making contin- 
gent reservations which will be turned into firm commitments as soon as fur- 
ther authorization is available. Our regional offices have been instructed to 
accept and process applications from hospitals and when it becomes necessary 
to make reservations on a contingent basis, such reservations will be made up to 
the full amount of the $25 million statutory authorization. Since the processing 
of an application from preliminary to the full application and the subsequent 
preparation of a loan agreement require a number of months, it is not antici- 
pated that under this procedure there will be any delay in the construction 
starts of any projects financed under the program including housing for nurses 
and interns. 

I appreciate your interest and assure you that this Agency is aware of the 
needs of hospitals for student nurse and intern housing. 

Sincerely yours, 





, Deputy Administrator. 


AMERICAN MEDICAL ASSOCIATION, 
Chicago, Ill., January 29, 1959. 
REPRESENTATIVE ALBERT RAINS, 
Chairman, Subcommittee on Housing, 
House Banking and Currency Committee, 
House Office Building, Washington, D.C. 


DEAR REPRESENTATIVE RAINS: I am writing this letter to you to express the 
official views of the American Medical Association with respect to section 114 of 
H.R. 2357, 86th Congress, which I understand, is now pending before your 
committee. Our position with respect to this proposal, which would make pro- 
prietary nursing homes eligible for mortgage insurance, is one of active support. 

Our deep interest in the subject of the health care of the aged and the occur- 
rence of some significant recent developments have prompted me to mention 
certain activities in this field before outlining the specific reasons for our 
support of section 114 of H.R. 2357. 

Since its beginning, more than a century ago, the American Medical Associa- 
tion has been deeply concerned with the medical aspects of caring for the aged. 
In recent years, however, our interest and activities in this connection have kept 
pace with the ever-increasing amount of national attention being given to the 
subject both within the Government and among groups and associations outside 
Government. This general trend is understandable, of course, since the propor- 
tion of our population over age 65 is increasing at an amazing rate. In 1900 
there were only 3 million of these elderly citizens whereas now there are ap- 
proximately 15 million. 

For the past several years the American Medical Association has had a com- 
mittee on aging, composed of some of the leading medical authorities in the 
United States in this field, which has devoted its full effort to this problem. In 
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addition there are 45 committees on aging actively at work in the State medical 
societies. To facilitate and coordinate the work of these committees, a set of 
guides for their organization and operation has been developed and made avail- 
able to them. 

As a climax to a series of five regional meetings which were held last year, 
and in an effort to prepare a positive program for use by the State committees, 
an AMA National Planning Conference for Medical Society Action in the Field 
of Aging was held in Chicago on September 13-14, 1958. This conference was 
attended by over 175 people including official State medical society representa- 
tives from 46 States and the District of Columbia, as well as 27 State health 
departments. A copy of the official proceedings of this conference, together with 
a related brochure entitled “Health Aspects of Aging” are enclosed for the 
information of the committee. 

In our consideration of the health problems of the aged we have also given 
serious thought to effective methods of financing medical and hospital care. In 
considering this facet of the problem, it should be noted that enrollment of older 
people under voluntary health insurance has increased substantially in recent 
years. In the last several years alone the percentage of coverage has gone up 
approximately 100 percent. Presently, exclusive of the approximately 3 million 
older persons who receive public assistance, more than 50 percent of those 
over age 65 have some form of health insurance. Nevertheless, in our opinion, 
there is a need for further expansion of voluntary health insurance coverage 
among the aged. 

During the last year the association has conducted or participated in numer- 
ous meetings and conferences with commercial insurance carriers and with State 
and National Blue Cross and Blue Shield Commissions to encourage still greater 
efforts in the development of new insurance programs and in the expansion of 
lower cost protection for persons over age 65. These companies, as well as Blue 
Cross and Blue Shield plans are now engaged in intensive studies designed to 
develop new types of policies tailored to meet the needs of the aged ill. These 
hew programs include present retirement financing of health insurance policies 
with paid-up status at age 65; use of life insurance after 65 to pay for health 
care; and the application of deductible and coinsurance to permit coverage of 
costly illnesses at a low premium rate, among others. 

In order to stimulate further the interest of State medical societies and indi- 
vidual physicians in this movement the house of delegates of the association 
approved the following resolution at its clincial meeting which was held in 
Minneapolis in December of 1958: 

“For persons over 65 years of age with reduced incomes and very modest 
resources, it is necessary immediately to develop further the voluntary health 
insurance or prepayment plans in a way that would be acceptable both to the 
recipients and the medical profession. The medical profession must continue 
to assert its leadership and responsibility for assuring adequate medical care 
for this group of our citizens. 

“Therefore, the council on medical service recommends to the house of dele- 
gates the adoption of the following proposal : 

“That the American Medical Association, the constituent and component 
medical societies, as well as physicians everywhere, expedite the development 
of an effective voluntary health insurance or prepayment program for the group 
over 65 with modest resources or low family income; that physicians agree to 
accept a level of compensation for medical services rendered to this group, 
which will permit the development of such insurance and prepayment plans at 
a reduced premium rate. 

“This recommendation has been studied and restudied by the board of trustees 
and has received its wholehearted endorsement.” 

In addition to the numerous and varied medical, scientific and socioeconomic 
activities being pursued in this field, physicians through their associations have, 
for some time, recognized the need for additional organizational weapons to 
attack these problems. For many years the American Medical Association was 
an active participant in the affairs of the Commission on Chronic Illness, in 
cooperation with representatives of the general public, industry, labor, agricul- 
ture, education, religion, social sciences, journalism, health and welfare. One 
of a number of studies which were conducted was entitled “Nursing Homes, 
Their Patients and Their Care” which was published by the U.S. Public Health 
Service. 
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Last year the American Medical Association joined with the American Hos- 
pital Association, the American Dental Association and the American Nursing 
Home Association in the formation of the Joint Council To Improve the Health 
Care of the Aged. In broad outline the program of the joint council will in- 
clude a coordinated plan of research designed to: 

(a) Determine the extent, utilization and availability of facilities and 

* the economic status and resources of the aged. 

(b) Spearhead the expansion and experimentation in all types of volun- 
tary health insurance coverage for the aged. 

(c) Encourage the expansion of health care facilities for the aged. 

(d@) Encourage the development of community health services for the 
aged. 

(e) Urge State and local legislative bodies to provide realistic financial 
support for medical, hospital and nursing home care of aged public assist- 
ance recipients and 

(f) Appraise the problems of the aged who are mentally ill and provide 
an intensification of education, research and action programs directed to- 
ward health problems of the aged at National, State, and local levels. 

In its work in connection with the overall medical care problems of the aged, 
the American Medical Association has long recognized the importance of proper 
nursing home facilities. For this reason the association has had a close rela- 
tionship for some time with the American Nursing Home Association to work 
toward the development of higher standards for medical care in nursing homes. 
In February of 1958 the first National Conference on Nursing Homes and Homes 
for the Aged was held in Washington. Our association was an active participant 
at that meeting. On December 16, 1958, a conference on nursing homes and 
related facilities between representatives of our association, the American Hos- 
pital Association, the American Nursing Homes Association, Public Health Sery- 
ice, and public assistance agencies was held in Chicago to discuss current 
activities and projected programs concerning facilities for the chronically ill 
and the aged. The purpose of this meeting was to seek a coordinated effort on 
the part of interested national organizations. 

In addition the AMA is currently making a survey of nursing homes through- 
out the United States. The American Nursing Home Association is also en- 
gaged in such a project and is surveying approximatley 5,000 member homes 
to obtain data on the cost of care to the patient, the type of patient in the 
homes, and the type of medical care provided. 

As an outgrowth of all of these various related activities in connection with 
the health care of the aged, our Council on Medical Service has prepared a 
six-point program the details of which are outlined in the attached brochure 
entitled “Medicine’s Blueprint For the New Era of Aging.” 

In conclusion I should like to comment more specifically with respect to the 
provisions of section 114 of H.R. 2357, 86th Congress. As stated at the outset, 
the American Medical Association has approved and supports a Government- 
insured loan program of the FHA type for nongovernmental hospitals and nursing 
homes whether their ownership is of a nonprofit or proprietary character. 

We have taken this position because we believe there is a critical need for 
new and improved facilities tailored to the specific health requirements of older 
citizens. It is our understanding that representatives of other organizations 
such as the American Nursing Home Association have appeared or will appear be- 
fore your committee. They have evidence accumulated over recent years showing 
that they cannot provide service of the desired quality or quantity because they 
are unable to obtain the credit they need on reasonable terms to permit them to 
increase the number and size of adequate nursing home facilities. 

Under the Hill-Burton program the Federal Government has for years been 
assisting public and nonprofit institutions through money grants. It is also 
our understanding that the Federal Housing Administration is presently offer- 
ing mortgage insurance for construction of large nonprofit institutional-type 
homes for the aged which may have a section for those needing nursing care. 
In our opinion, the immediate need is for a similar program of loan guarantees 
for proprietary organizations, since according to the latest statistics over 70 
percent of nursing-home patients are cared for in such facilities. 

In the administration of a grant program under the Hill-Burton system and 
a loan guarantee program under the Federal Housing Administration we recog- 
nize the desirability of cooperation ; however, we believe that the loan guarantee 
program proposed under section 114 of the pending bill should be administered 
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by the Federal Housing Administration without mandatory supervision or coor- 
dination with the Department of Health, Education, and Welfare. 

I would like to request that this letter and attachments, to the extent pos- 
sible, be made a part of the record of the hearings of your committee. If you 
or any of the members of the committee desire additional copies of the attached 
material or any further information from our association, we shall be happy to 
provide you with anything we have. 

Your willingness to permit the American Medical Association to present its 
views on the pending proposal is sincerely appreciated. 

Very truly yours, 
F. J. L. BLASINGAME, M.D. 
(Attachments to the above statement have been filed with the 
committee. ) 

Mr. Rains. I see our distinguished friend and colleague, Cleveland 
Bailey, back there. Come around, Congressman Bailey, we are very 
glad to have you. 


STATEMENT OF HON. CLEVELAND M. BAILEY, A REPRESENTATIVE 
IN CONGRESS, THIRD DISTRICT, STATE OF WEST VIRGINIA 


Mr. Battery. Chairman Rains, members of the subcommittee, for 
the purposes of the record, I am Representative Cleveland M. Bailey, 
of the Third West Virginia District. 

I appear today to urge your committee to report favorably on 
H.R. 2357 and include in your findings favorable recommendations 
for a continuation of the provision in existing legislation for loans 
to educational institutions for the construction of dormitories and 
other needed facilities. 

Most of the State-supported, as well as denominational colleges 
and universities in West Virginia are participating or planning to 
participate in this program. Their letters, w lich I ask permission 
to include and make a part of the record, are sufficient answer to any 
question that might be asked as to the need for continuing this pro- 
gram, as well as an answer to the question, “Is the program sound 
economically and serving a good purpose ?” 

I desire at this point, Mr. Chairman, to offer communications from 
15 of the 16 institutions in West Virginia eligible to receive these 
college loans. 

Mr. Rains. They may be included in the record. 

(The letters referred to are as follows :) 


ExHIsBit A 
SHEPHERD COLLEGE 
Shepherdstown, W. Va., January 26, 1959. 
Hon. CLEVELAND M. BAILEY, 
Congressman, Third District, W. Va., 
House Office Building, 
Washington, D.C. 


Dear CONGRESSMAN BAILEY: Shepherd College is very much interested in ex- 
tending the present college-housing legislation that provides loans for the con- 
struction of dormitories and other facilities on college campuses. 

At the present time, we have an application pending with the Housing and 
Home Finance Agency in Pennsylvania for $670,000 to construct a new women’s 
dormitory and dining hall. As you know, funds for building construction in 
West Virginia are most limited and due to the current economic situation that 
exists in our State, it is most imperative that this program be continued so 
that both the State and independent colleges of West Virginia will be able to 
finance new college buildings to meet the need of the greatly increased enroll- 
ment expected in the future. 
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In a democracy, higher education is most essential to provide the leadership 
that we need and it would be most disastrous for our State and Nation not to 
continue the present provisions for providing loans at a reasonable rate of 
interest so that colleges may expand to provide the educational leadership that 
America demands. 

I am sorry that I did not get an opportunity to speak with you at President 
Bond’s funeral in Salem. Your tribute to him was most fitting and we all lost 
a great man and good friend. 

Sincerely yours, 
OLIVER S. IKENBERRY, President. 


ExHIsIT B 
MARSHALL COLLEGE, 
Huntington, W. Va., January 27, 1959. 
Hon. CLEVELAND M. BAILEY, 
House of Representatives, Washington, D.C. 

Dear Mr. Battery: We have begun negotiations for a Federal loan to con- 
struct a men’s dormitory including cafeteria. Our only men’s dormitory was 
built in 19385 with funds provided by the PWA and revenue bonds. We have a 
desperate need for men’s housing as well as additional feeding facilities. The 
only source of funds for this project as far as I can see is through a Federal 
loan. We will need at least $800,000. This is our first attempt to secure a 
Federal loan for building purposes. 

I appreciate greatly your personal interest in our problems. 

With kind personal regards, I am 

Sincerely yours, 
Stewart H. Smita, President. 


ExHIBIT C 


WEsT VIRGINIA WESLEYAN COLLEGE, 
Buckhannon, W. Va., January 27, 1959. 
Hon, CLEVELAND M. BAILEY, 
Congress of the United States, 
House of Representatives, Washington, D.C. 


Dear Mr. Battery: Thank you for your letter of January 22, regarding the 
college housing program. 

I am glad to have this opportunity to express my strong endorsement of the 
college housing program. At the present time we have an application pending for 
$750,000 with which to erect a new residence hall for men and we anticipate 
filing a similar application for further additions to our women’s residence hall. 
In my judgment, the assistance rendered by the Federal Government, through its 
college housing program, has been of strategic importance, for without it many of 
the independent colleges would have been unable to accommodate the young men 
and women of our State. I sincerly hope that you will continue to give this 
program your full support and that you will urge the continuation of the present 
formula. 

Cordially yours, 
Srantey H. Martin, President. 


ExHIBIT D 


WEST VIRGINIA UNIVERSITY, 
Morgantown, January 28, 1959. 
Hon. CLEVELAND M. Barey, 
U.S. House of Representatives, 
Washington, D.C. 


Dear CLEVE: Before I could answer your letter of January 22 with respect to 
whether the university would be interested in and would be requesting Govern- 
ment-guaranteed loans for the construction of dormitories and other facilities, it 
was necessary for me to obtain some information concerning our present dormi- 
tory bond obligations. I regret to report that in spite of the fact that we will be 
needing additional dormitories, particularly at the medical center, we will not be 
in a position to apply for any further Federal loans for 2 or 3 years. As you 
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know, we are in process of building a new men’s dormitory and at its last meeting 
the board of governors passed a resolution authorizing the issuance of more than 
$1 million in revenue bonds which will be sold to the HHFA, which has already 
made substantial advances for the project. Under the terms of that resolution 
and a former bond agreement, we would not be permitted to issue additional 
revenue bonds until the new dormitory has been in operation for at least 1 fiscal 
year so that we may show by an independent audit that all our dormitories are 
producing more than 140 percent of the amount required each year to service the 
two outstanding bond issues. Consequently, although we would certainly be in- 
terested in the passage of the legislation mentioned in your letter, we will be in 
no position to benefit from the legislation for several years. 

We hope you saw our game with George Washington Monday night—it must 
have been a good one. I’m sorry I wasn’t there to see it. 

With best personal regards. 

Sincerely yours, 
CiypvE L. CoLson. 


ExHIBIT E 


FAIRMONT STATE COLLEGE, 
Fairmont, W. Va., January 24, 1959. 
Hon. CLEVELAND M. BalILey, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN BAILEY: I have your letter of January 22 relative to my 
attitude on the continuance of the college loan program. 

In reply, I do not think that I could give a better answer than to say that we 
are at this very time occupying a new dormitory for men and added wings to 
our existing women’s dormitory through loans provided by the Housing and 
Home Finance Agency. We also have under construction currently a student 
union building. None of this construction would have been possible for us 
without the aid of the college loan program. 

While the construction referred to above takes up our building potential at 
this time, I am very eager to see the program continued and expanded. Our 
next need here at Fairmont will take us into the classroom building construction 
program. I should like to see the Federal program expanded to cover class- 
room and laboratory construction needs. As you know, our State has not been 
able to finance construction for a number of years now, and without the Federal 
aid we have received we could have done nothing to meet our expanding needs 
resulting from the sharp enrollment increases we have been experiencing. 

Sincerely yours, 
JOHN W. PEnNcE, President. 


Exuisirt F 


WEST VIRGINIA INSTITUTE OF TECHNOLOGY, 
Montgomery, W. Va., January 24, 1959. 
Hon. CLEVELAND M. BAILEY, 
House of Representatives, Washington, D.C. 


DeAR Mr. BattEy: Thank you for your nice letter of January 22, 1959, and 
for your interest concerning the college and its needs. 

West Virginia Institute of Technology is in desperate need of a dormitory for 
women. I believe you are familiar with our situation and know that we can 
house only 40 women and only then if we provide for putting 3 girls to a room 
in some cases. This is entirely unsatisfactory because the rooms simply are 
not large enough for three persons. You are also familiar with the fact that 
the so-called women’s dormitory is merely the center section of our dormitory 
building. The women’s dormitory is merely a section between two wings of the 
men’s dormitory and though they are sealed off, the arrangement is entirely 
unsatisfactory and so far as I know the only one of its kind in existence. If 
we could have a proper women’s dormitory, I am certain that the enrollment of 
women at this college would increase markedly. Certainly the facilities for 
housing women would be much improved. 

I am enclosing for your information an analysis of financing for the pro- 
posed women’s dormitory. This analysis based, of course, upon our estimate 
of a $400,000 outlay for the construction of the proposed dormitory. We feel 
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that we could not borrow the total amount from the Federal Government be- 
cause the rents that we would have to charge would be more than our students 
could pay. I have requested the Legislature of West Virginia to appropriate 
one-half of the total estimate ($200,000) toward the construction of the dormi- 
tory. With this appropriation I am certain that the remaining half ($200,000) 
could be borrowed from the Federal Government and such obligation met rela- 
tively easy within the 30-year period for repayment. It so happens that at this 
college we have no unencumbered sources of extra revenue. The dormitory that 
we have is still under debt service and our faculty apartment is in the same 
situation. It will be 6 years before one section of the dormitory is free from 
the debt service and we have many years before the faculty apartment is free 
and 24 more years before the new wings of the dormitory are free from debt 
service. 

I, for one, am tremendously interested in the possibilities of the college loan 
fund, and if the State of West Virginia will do its part, then I most certainly 
will go through the procedure for obtaining a loan from the Federal Government. 

I trust this information is helpful to you, and I am pleased that you are so 
interested in college building needs. Anything that you could do to influence 
persons in the West Virginia Legislature so that the requested appropriation for 
our dormitory may be had will be deeply appreciated. 

It is good to hear from you, and I hope that your good service will continue 
for many years to come. 

Sincerely, 
W. B. AxtTELt, President. 

Enclosure. 


Analysis of financing for proposed women’s dormitory 

$200,000 at 3 percent for 30 years to be paid in 28 years=debt service of $53.29- 
plus per $1,000. 

$212,180 principal at beginning of third year X0.532,932,334=—$11,307.76 
annual payment. 

$200,000 at 3 percent for 40 years to be paid in 38 years=debt service of 
$44.45 plus per $1,000. , 

$212,180 principal at beginning of third year x 0.0444,593,401=—$9,433.38 
annual payment. 

$400,000 at 3 percent for 30 years to be paid in 28 years and 40 years to be 
paid in 38 years. 

$424,360 X 0.0532,932,334—$22,615.52 annual payment for 28 years. 

$424,360 < 0.0444,593,401—$18,866.76 annual payment for 38 years. 

Pledged revenues must equal 1.35 times annual debt service; therefore our 
revenues must be as follows: 


1. $11,307.76 x 1.85=$15,265.48 for $200,000. loan at 3 percent for 30 years. 
2. $ 9,433.38 X 1.35=$12,735.06 for $200,000. loan at 3 percent for 40 years. 
8. $22,615.52 X 1.35=$30,530.95 for $400,000. loan at 3 percent for 30 years. 
4. $18,866.76 X 1.85=$25,470.13 for $400,000. loan at 3 percent for 40 years. 


Income: 





























80 students at $7.50 per week for 34 weeks regular session________ $20, 400 
16 students at $7.50 per week for 9 weeks summer session_____.__-_ 1,080 

URL Genkasee — x 21, 480 
TAGE VECRRCIOE, 10: DODO cc wnratidn dng dhewctis niin guweedembnein 2, 148 
Estimated annual gross income 19, 332 

Expenses : 

a eS a ee oe Ee en ee Pee 1, 800 
gate et th LEE ae es 1, 800 
TT | a ee a ae a ae eee) nee 150 
pS OE ae ee ne, a ey eee 750 
TIDOETIOS OTDONEOR 5.05 ~iewtdonidanhanelsen li aetiohasaaus eden oi 2, 000 

Total estimated expenses____..----_-- aden ioe 6, 500 

Total estimated annual net income______------------------------ $12, 832 


Notre.—Current room rent, $4 per week. 
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ExHIBIT G 


ALDERSON-Broappus COLLEGE, 
Philippi, W. Va., January 29, 1959. 
Hon, CLEVELAND M. BAILEy, 
House of Representatives, 
Washington, D. C. 


My Dear Mr. Battey: I am very happy that you you wrote us relative to the 
new legislation that is coming before the House committee relative to continued 
Government loans for higher educational purposes. 

You may know already that we received a loan of $450,000 to build a new resi- 
dence hall on the campus during 1957. 

We believe the demands are such in the constituency we serve and in the State 
of West Virginia that we would hope to make application for another loan in a 
similar amount beginning this fall. I am sure I would appreciate your efforts 
to have this program continue in order that steps might be taken to enable the 
colleges to enlarge their facilities ot take care of the growing number of young 
people who deserve the advantages of a college education. 

I would be pleased to hear from you relative to this matter when decisions are 
pending. 

With kind personal regards, 

Cordially, 
RicHarD E. SHEARER, President. 


Exnuisit H 


DAVIS AND ELKINS COLLEGE, 
Elkins, W. Va., January 24, 1959. 
Congressman CLEVELAND M. BalILey, 
House of Representatives, 
Washington, D. C. 


DEAR CONGRESSMAN BaILey: Thank you for your letter regarding the new 
housing legislation providing for loans to colleges for the construction of dormi- 
tories and other facilities. 

Davis and Elkins College has availed itself of these loans in the past and we 
now have two dormitories erected with Government money. We are consider- 
ing applying to the Housing and Home Finance Agency for an additional loan 
this year. Consequently, we are interested and would like to have the bill passed 
which makes such loans possible. 

We appreciate your cooperation in the matter. 

Sincerely yours, 
Davin K. ALLEN, President. 


Exuisir I 


WEST VIRGINIA STATE COLLEGE, 
Institute, W. Va., January 24, 1959. 
Congressman CLEVELAND M. BaILey, 
House Office Building, 
Washington, D.C. 


Dear CONGRESSMAN BaILEY: West Virginia State College is indeed interested 
in new housing legislation, for we need the sum of $500,000 to construct a stu- 
dent union building on the campus of West Virginia State College. This facility 
is very much needed since we do not have adequate space to meet student needs 
in this particular area. Therefore, I hope that the Congress of the United States 
will make available appropriations for this type of construction along with 
money for the construction of dormitories. 

We are hoping to participate in the Federal loan fund to needy students. 
We are making an effort to raise matching funds so that we can participate. 
Legislation is advocated for adoption in the West Virginia Legislature that will 
enable us to participate in the program. 

Objections have been voiced by some representatives of institutions who claim 
that the private institutions are favored in the implementation of the act of 
1958. Also, there seems to be some objection to the requirement that a loyalty 
statement be signed by persons who borrow money from the loan fund. These 
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are objections that I have heard about. They are not necessarily mine since I 
do not know at the moment what the discrimination against State institutions 
happens to be. I appreciate your interest in this matter tremendously. 
Yours sincerely, 
WILLIAM J. L. WALLACE, President. 


ExHIBIT J 


West LIsertTy STATE COLLEGE, 
West Liberty, W. Va., January 26, 1959. 
Hon. CLEVELAND M. BalILey, 
House of Representatives, 
Washington, D.C. 


Dear Mr. Bartey: As you know, West Liberty State College is constructing a 
women’s dormitory with HHFA funds. We were able to build this dormitory 
without matching funds because of anticipated profits from the food service. 
We are in equal need of a men’s dormitory, but have been deterred by the fact 
that a 50 percent State subsidy would be required. 

In brief, we do anticipate further borrowing from the Federal Government, 
though the time is not clear. 

Cordially yours, 
PautL N. Exsin, President. 


ExHisiTt K 


Poromac State CoLLecE oF WEST VIRGINA, 
Keyser, W. Va., January 26, 1959. 
Hon, CLEVELAND M. BAILeEy, 
House of Representatives, 
Washington, D.C. 


DeaR CONGRESSMAN Battey: We have your letter of January 22 raising the 
question as to whether we will be anticipating any campus developments that 
would require guaranteed loans on revenue bonds. It is extremely difficult for 
us to give you a definite answer to this question. 

Certainly we are in need of improvements. Our building requirements are 
well known to the members of our legislature, and legislative committees who 
have visited our campus have concurred in our analysis of these needs. There 
have been various proposals as to how the requirements could be met but, 
thus far, we have no indication from the present session as to what method 
will be developed, or whether any method would be developed. 

There seems to be some resistance in the West Virginia Legislature to a 
program that would anticipate the issuing of long-term bonds. 

You may recall that we constructed a dormitory for men in the summer of 
1955, and that this was financed entirely by Government guaranteed revenue 
bonds. This project has all of our available revenue from this source encumbered. 
It would, therefore, require some additional enabling legislation at the State 
level if we were to be in a position to avail ourselves of any Federal funds. , 

Personally, I believe that the program of Federal guaranteed loan funds is 
sound. Our own experience is that these funds are protected by adequate safe- 
guards against any possible loss by the Federal Government, We would favor a 
continuation and extension of the program with these proper safeguards. 

Sincerely yours, 
E. E. Cuurcn, President. 


Exuinit L 
BETHANY COLLEGE, 
Bethany, W. Va., January 28, 1959. 

Hon. CLEVELAND M, BAILEY, 
House of Representatives, 
Washington, D.C, 

Dear Str: Your recent letter to Dr. Gresham was forwarded to me as he is 
on a short holiday at the present time. 

We are planning to build a women’s dormitory under the HHFA program and 
we expect to initiate construction this coming spring. 
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Our feelings with respect to the tremendous pressure being exerted to expand, 
into numerous areas, Government financial assistance to educational institu- 
tions is mixed. 

We feel that such assistance has been, in the majority of cases, necessary and 
justifiable but we also believe that in recent months certain agencies of the 
National Government have used the somewhat hysterical concern of the Ameri- 
can public over education as a foundation on which to build crash programs 
covering all types of financial assistance which may not be entirely valid. In 
simpler terms, we believe that the National Government should undertake only 
those programs for which there are obviously not adequate resources at the 
State or local institutional levels and that our representatives in Congress 
should be most critical of proposals which would be obviously inflationary or 
conducive to a further concentration of authority and responsibility at the 
national level. 

Sincerely, 
WARNER G. PETERSON. 





ExHisit M 
Concord COLLEGE, 
Athens, W. Va., January 20, 1959. 
Hon. CLEVELAND M. BaILey, 
House of Representatives, Washington, D.C. 


Dear Mr. Battery: I enjoyed very much my recent conversation with you con- 
cerning the possibilities for enactment of legislation on college housing. 

You suggested that I write to you on this subject after returning to Concord 
College. We do not doubt that there will be an appropriation for college 
housing, but our anxiety is that there be a designation for student unions, feeding 
Services, etc. These are considered to be related facilities to housing. 

Two years ago the enactment on college housing specified that $100 million 
of the total appropriated be earmarked for these related facilities. The Senate 
committee’s bill (S. 4035) introduced at the last session proposed $350 million 
for college housing, with provision that $50 million of this should reserved for 
related facilities. It is our opinion that this $50 million would have been com- 
pletely inadequate. The Rains bill (H.R. 12752) was the House bill, but I am 
not familiar with what it proposed. We believe that $100 million would repre- 
sent a minimum figure for this purpose. 

Enclosed for your attention is a mimeographed bulletin containing a listing of 
needed buildings and facilities for Concord College. Part I of this outline lists 
projects that are immediate. Part II is a listing of facilities involved in long- 
range planning. Items 1, 2, and 3 of part I represent the housing projects for 
which we have an application now pending with Housing and Home Finance 
Agency. This is the application I mentioned to you. Item 4 of part I is the 
student union and dining facility for which we will file an application if and 
when funds for such a project are authorized by Congress. We have the bonding 
potential to finance this project if Housing and Home Finance Agency can be 
authorized to work with us. 

The day following my visit with you, I conferred with officers of Housing and 
Home Finance Agency in Philadelphia. Our application on the housing projects 
above mentioned is in the final stages of processing, and will be forwarded to the 
Community Facilities Administration offices in Washington within the near 
future. As soon as we know that the application has been forwarded to Wash- 
ington, we shall write to you again, giving the project number and the contact in 
the Washington office. We are anxious to have final clearance on the application 
so that our architect may proceed with preparation of working plans. Inci- 
dentally, the amount of $1,748,000 has been earmarked to cover this application. 
This guarantees that the funds are available when final approval is given to 
our application. 

With cordial personal regards, I am, 

Very sincerely yours, 
Vireit H. Stewart, President. 


Enclosure. 
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id, A listing of needed buildings and facilities, Concord College, Athens, W. Va. 


PART I. PROJECTS NOW IN LINE FOR CONSTRUCTION 





. 1. Dormitory for women: Estimated cost to build and furnish (to 
- amp Ss I a a cee $947, 700 
ns 2. Dormitory for men; Estimated cost to build and furnish (to house 
In 197 men students). MeN, -------------------------=--------- 766, 300 
ly | 8. Student-family housing : Estimated cost to build and furnish 24 
he gS i el al ieee Ma ices ke Being Te = ci 8 a ee at 172, 000 
SS 4. Student union and dining hall (combined) : Estimated cost to build 
or BUG TR ini hae aes ares eae mire at-bats ae 900, 000 
7 9 UR NE Eocerireercen te ce rn Den Dent yh 2, 786, 000 
Explanation.—The projects listed in part I above are now in line for con- 
struction in cooperation with Housing and Home Finance Agency. 
| PART II. PROJECTS REQUIRING LEGISLATIVE APPROPRIATION FOR FINANCING 
1. Renovation of and addition to administration building__________-~- $250, 000 
Justifiication.—A beginning has been made toward renovation of 
\ the administration building, constructed in 1910. The amount 
{ above indicated would be required to complete the modernization 
n- of this building and add six classrooms. Space released when the 
student union is moved to new quarters can be renovated to 
rd provide five classrooms. These additional classrooms are badly 
se needed now by the divisions of business and social sciences, and 
ng to provide office space for instructional staff. At present instruc- 
tors using classroom space in this building must use classroom 
on as office space, a condition not conducive to good planning, student 
te ) counseling, ete. 
on SMa SUNOS MOTT ss secs gems aides op aman Oe 600, 000 
or Justification.—This building would replace our present music 
n- building, which is of temporary construction and substandard in 
m every respect. In addition it would serve the department of 
Ye art and the needs of drama and speech. 
Our department of music employs five full-time instructors. 
of During the first semester of 1957-58 a total of 761 students were 
ts enrolled for one or more courses in this department. The work 
g- of the department has been seriously hindered because of the in- 
or adequacy of the building and equipment. The hazard of fire in 
ce} this temporary structure is a constant threat. 
he y At present the department of art is crowded into four rooms 
id | in the administration building. Two of these rooms (each) are 
1g approximately half the size of a standard classroom. The de- 
be partment is staffed with four full-time instructors. During the 
first semester of the year 1957-58, a total of 453 students enrolled 
id | for one or more courses in this department. Because of the space 
ts } needs of other departments housed in the administration building, 
he | there is no possibility for more space allotment to art. Further- 
zc Un more, the specialized needs of the department are not being served 
h- i in the type of space now available. This space in the adminis- 
in tration building is needed even now by the departments of 
mn education,and business. 
i- J 5; Maiutenente shop and storage..._......~... eee 50, 000 
n. | Justification —This college has no adequate shop and storage 
Lo space. The college workshop is located in the basement of the 
' 


music building, which building is of temporary construction and 
overcrowded. A garage building formerly used to house college 
vehicles has been taken over for the storage of building supplies 
with the result that the State-owned vehicles must be left out in 
the weather. The amount here requested would provide a struc- 
ture adequate for our needs. 
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4. Health and physical education building (including health service)_ $800, 000 
Justification.—Our long-range plans include a modern building 
serving the department of health and physical education. This 
building should be located adjacent to the new athletic field now 
under development. 
Our program has outgrown the present building serving physi- 
eal education. Seating capacity is limited (about 800), dressing- 
room and storage space is inadequate, and the gymnasium floor 
must serve all social activity such as dances and group activity. 
My a a ata tit et so aie patie card ise ge Be 200, 000 
Justification —At present our department of vocational home 
economics is housed on the first floor of Holroyd Hall, a building 
formerly used as a men’s dormitory. The space available and 
the arrangement is not suited to the special needs of this depart- 
ment. Enrollment in the department is growing rapidly, thus 
emphasizing the future need for better accommodation. 


6. Development parking area—-__-~_- A MEE IIL SNR OI ea te 30, 000 

en ae ae ene ae 1, 930, 000 
Recapitulation : 

a. 0, eee eetionated opet- foe ee, 98S, 008 

Pt. Il, total estimated cost__......-___.___- EL ESA Cae Ee 1, 980, 000 

NE ha Sie ie oa CEA 3a) AE ies 2 Rapes: Ree hs oS) Se | 4, 716, 000 


EXHIBIT N 
SALEM COLLEGE, 
Salem, W. Va., January 30, 1959. 
Hon. CLEVELAND M. BAILEY, 
House Office Building, 
Washington, D.C. 

DEAR Mr. BatLey: Your letter of January 22 was on my desk today when I 
returned from another fund-raising trip on behalf of Salem College and the 
Council for the Advancement of Small Colleges. 

The matter of Federal loans to colleges is most timely and pertinent. Salem 
College has a much-needed domitory building program currently under consid- 
eration. In order to increase our enrollment to an optimum level, we will have 
to have two dormitories, each to house approximately 120 students. The need 
is critical and students will have to be turned away until this project can be 
successfully completed. The matter hinges entirely upon proper and adequate 
financing. 

Similar situations exist in many of the 68 member institutions of the council. 

Your efforts on behalf of higher education are much appreciated. 

Sincerely yours, 
K. DUANE HURLEY, 


President, Salem College. 


EXHIBIT O 


GLENVILLE STATE COLLEGE, 
Glenville, W. Va., January 30, 1959. 
Hon. CLEVELAND M. BAILEY, 
House of Representatives, 
Washington, D.C. 

Deak MR. BatLey: Glenville State College is very much interested in a Gov- 
ernment loan for a dormitory. We now have before the West Virginia Legis- 
lature a request for a women’s dormitory whereby one-half the cost would be 
taken care of through appropriations and one-half through the Government loan 
program. This has already been approved by the West Virginia Board of 
Education and an architect has been employed to prepare plans for the building. 
Total cost would be $800,000 with a loan of $400,000. 

It is our hope that we can make application for a loan immediately after the 
legislature adjourns. Without the loan program, it now appears that costs 
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would be too high to carry out the project ; even with the loan, we must depend 
on the State for a portion of the funds. Your support in this project is greatly 
appreciated. 
We were most happy for you and Miss Stealey to be on campus yesterday and 
hope you will both come back for another visit. 
Sincerely yours, 
Harry B. HEFLIn, President. 


Mr. Batter. If you don’t mind, I would like to read one or two 
paragraph excerpts from one or two of these letters. They are all 
typical. This is from President Oliver S. Ikenberry of Shepherd 
Pallage at Shepherdstown, W. Va. Hesaid: 


DEAR CONGRESSMAN Bartey: Shepherd College is very much interested in 
extending the present college housing legislation that provides loans for the 
construction of dormitories and other facilities on college campuses. 

At the present time, we have an application pending with the Housing and 
Home Finance Agency in Pennsylvania for $670,000 to construct a new women’s 
dormitory and dining hall. As you know, funds for building construction in 
West Virginia are most limited and due to the current economic situation that 
exists in our State, it is most imperative that this program be continued so 
that both the State and independent colleges of West Virginia will be able to 
finance new college buildings to meet the need of the greatly increased enroll- 
ment— 


now evident for the year 1959. 
Here is a praeae from the statement of Dr. Stewart H. Smith, 
president of Marshall College, Huntington, W. Va.: 


We have begun negotiations for a Federal loan to construct a men’s dormitory 
including cafeteria. Our only men’s dormitory was built in 1935 with funds 
provided by the PWA and revenue bonds. We have a desperate need for men’s 
housing as well as additional feeding facilities. The only source of funds for 
this project as far as I can see is through a Federal loan. We will need at 
least $800,000. This is our first attempt to secure a Federal loan for building 
purposes— 


under the program. 
I would like to offer these 15 letters here, which represent all but 


one of the institutions in West Virginia, all of them favorable, and 
I would like to say, in conclusion, Mr. Chairman, that there are 63 


colleges in the United States, degree-granting institutions, who are 
unable to meet the high standards set u # the North Central 


Accrediting Association. They are not eligible for loans under your 
existing provisions for loans to colleges, and I would like to appeal 


to this committee to liberalize sufficiently so that those other 63 degree- 
granting institutions might become eligible. 


(The list referred to above is as follows :) 


BRIEF OF CONGRESSMAN BAILEY Berore Houstne SUBCOMMITTEE OF BANKING AND 
CURRENCY COMMITTEE 


Mr. Chairman, this group of small colleges referred to above have recently 
organized for the purpose of advancing their several interests. 

These colleges, with largely local or regional clientele, can provide higher 
educational opportunities to three times the number of their present students 
at an additional cost much lower (probably not more than one-fourth) than the 
eost of establishing entirely new facilities. With moderate financial help they 
can reach the maximum potential of their present capacity and develop in 
quality. It is a part of the CASC program to advance the quality of education 
as well as to increase its quantity. 

The greatest contribution which CASC can make to higher education is 
through its group impact. For example, if the 30,000 students in 66 CASC col- 
leges were divided into three institutions of 10,000 each, the result would be 
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a service to 3 communities instead of 66, the leadership of 3 presidents instead 
of 66, the scholarship of 3 faculties instead of 66, and a kind of standardiza- 
tion which would eliminate the present variety of programs, differences of 
control, and services to society represented by the group as a whole. 


MEMBERSHIP LIST AS OF SEPTEMBER 1, 1957 


Alderson-Broaddus College, Philippi, W. Va. 
Butler College, Tyler, Tex. 
Cedarville College, Cedarville, Ohio 
College of St. Joseph on the Rio Grande, Albuquerque, N. Mex. 
College of St. Mary, Omaha, Nebr. 
The College of Steubenville, Steubenville, Ohio 
Dana College, Blair, Nebr. 
Detroit Institute of Technology, Detroit, Mich. 
Dominican College, Racine, Wis. | 
Eastern Mennonite College, Harrisonburg, Va. 
Edgewood College of the Sacred Heart, Madison, Wis. 
Eureka College, Eureka, Il. 
Findlay College, Findlay, Ohio 
Fort Wayne Bible College, Fort Wayne, Ind, 
George Fox College, Newberg, Oreg. 
Goddard College, Plainfield, Vt. 
Gordon College, Beverly Farms, Mass. 
Grand Canyon College, Phoenix, Ariz. 
Huntington College, Huntington, Ind. 
John Brown University, Siloam Springs, Ark. 
The King’s College, Briarcliff Manor, N.Y. 
Lakeland College, Sheboygan, Wis. 
La Mennais College, Alfred, Maine 
Los Angeles Pacific College, Los Angeles, Calif. 
Madison College, Madison College, Tenn. 
Madonna College, Livonia, Mich. 
Marlboro College, Marlboro, Vt. 
Marymount College, Los Angeles, Calif. 
Messiah College, Grantham, Pa. 
Milligan College, Milligan College, Tenn. | 
Milton College, Milton, Wis. } 
Morris College, Sumter, S.C. ’ 
Morris Harvey College, Charleston, W, Va. 
Mount Marty College, Yankton, S. Dak. 
Nasson College, Springvale, Maine 
National College, Kansas City, Mo. 
New England College, Henniker, N.H. 
Northwest Christian College, Eugene, Oreg. 
Oakland City College, Oakland City, Ind. 
Oakwood College, Huntsville, Ala. 
Olivet College, Olivet, Mich. 
Paul Quinn College, Waco, Tex. 
Piedmont College, Demorest, Ga. 
Pikeville College, Pikeville, Ky. 
Providence-Barrington Bible College, Providence, R.I. 
Ricker College, Houlton, Maine 
Rio Grande College, Rio Grande, Ohio 
Roberts Wesleyan College, North Chili, N.Y. 
Sacret Heart College, Wichita, Kans. 
St. Francis College, Biddeford, Maine 
St. Francis College, Brooklyn, N.Y. 
~St. Joseph’s College, North Windham, Maine 
St. Mary of the Plains College, Dodge City, Kans. 
St. Meinrad Seminary, St. Meinrad, Ind. 
St. Michael’s College, Santa Fe, N. Mex. 
Salem College, Salem, W. Va. 
Sioux Falls College, Sioux Falls, S. Dak. 
Tabor College, Hillsboro, Kans. 
Upland College, Upland, Calif. 
Western New England College, Springfield, Mass. 
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Westmont College, Santa Barbara, Calif. 
Wilberforce University, Wilberforce, Ohio 

William Jennings Bryan University, Dayton, Tenn. 
William Penn College, Oskaloosa, Iowa. 

Mr. Rarns. Why are they not eligible? 

Mr. Baitry. They are not eligible because they lack the necessary 
housing facilities, not only libraries, but laboratories, science build- 
ings, and even facilities for housing. One of them is in my State 
of West Virginia, Salem College, a degree-granting institution, but 
still not eligible for the loan. Maybe it is not provided in the legis- 
lation, but certainly somebody has got a regulation there that if 
they don’t meet north central accrediting provisions, they are not 
eligible for the loan. 

Mr. Rarns. That is not in the legislation, Mr. Bailey, and I didn’t 
know that was true. We will look into that. 

Mr. Barry. There are 63 of them in the Nation. 

Mr. Ratns. Do you have available a list of those? 

Mr. Battery. I have a partial list. I could get for the committee 
a complete list and file them. 

Mr. Ratns. Would you get a complete list ? 

Mr. Batter. Some of them are doing excellent work. Salem Col- 
lege is excellent, especially in the field of teachers’ training. Because 
of their lack of facilities they are not eligible for the loan. 

Mr. Ratns. See if you could get us a list of those. Here is the 
law. As you will see, when we say educational institution, it means 
any educational institution offering at least a 2-year program accept- 
able for full credit toward a baccalaureate degree, including any pub- 
lic educational institution or any private educational institution, no 
part of the net earnings of which enures to the benefit of any private 
shareholder or any individual. In other words, from the law stand- 
point, the field is wide open. 

Mr. Battry. These 63 are nonprofit institutions, and the president 
of the college in my State is president of a national organization to 
try to get accreditation for these. 

Mr. Ratns. You get us the names of those. 

Mr. Battery. I will call him this afternoon and have him forward 
the list and offer it for inclusion with my testimony. 

Mr. Rarns. We appreciate your coming, Mr. Bailey, and I am sure 
this committee shares your view that something has got to be done. 

Mr. Barry. Thank you, and you would convey great favor on me 
if you would give favorable consideration to the continuation of this 
program. 

Mr. Ratns. We will do our best. 

The next witness is a new member of our Banking and Currency 
Committee. He is going to be a witness for us now, the Honorable 
Byron L. Johnson, of Colorado. 

Mr. Jounson. Thank you, Mr. Chairman. 

Mr. Rarns. We are glad to have you, Byron. You said the other 
day that you have had personal experience in the building of housing 
for the elderly. I thought we might better have you talk to us a 
little bit about it. 
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STATEMENT OF HON. BYRON L. JOHNSON, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF COLORADO 


Mr. JouHnson. Well, Mr. Rains, I owe the committee an apology. 
Some 4 or 5 years ago I was a witness before the Senate Banking 
and Currency Committee on this very topic of housing for the elderly. 
I think we made one of the first suggestions of a practical program 
of nonprofit sponsorship of housing for the elderly. For the record 


I should say I am Byron L. Johnson, Congressman from the Second | 


District of Colorado. _ 
But the relevant point has already been made by the chairman. 


For almost 5 years I have been devoting a great deal of my extra- | 


curricular time in the creation for my own church and other churches 
of the Denver metropolitan area of a corporation, Senior Homes of 
Colorado, which now has under construction, under section 215, Mr. 
Chairman, 148 housing units for the independent elderly. Baptist, 
Congregational, Presbyterian, and United Predhytoyian Churches are 
present sponsors. Other churches, both Protestant, Catholic, and 
Jewish, were invited to join with us, but these are the ones who have 
stayed with us through thick and sometimes pretty thin. 

Our long time period from planning to construction arose largely 


out of difficulties with the city council in securing suitable zoning for | 


the sites which we sought to acquire. It is one of the tragic facts of 
American life that many people still view housing for the elderly as 
though it were some kind of a bedlam, some kind of a home for 
seniles, incompetents, and psychotics. Asa matter of fact, most aged 
persons are like everybody else, they are good citizens except that 
they have lived longer. We view aging as a physiological and psy- 
chological problem, and I for one am not inclined to lay anybody on 


the shelf. Rather, I would seek to preserve their independence, and | 


this is why my own church and others became concerned with housing 
for the elderly. We found that many people live in houses which 
make them virtual prisoners. For example, the aged live in older 
houses, more dilapidated houses, more two-story and full basement 
houses. If a woman has a bad heart or a game leg, she becomes a 
prisoner in her own home. The laundry is in the basement. The 
drying yard is up a half-flight of stairs with wet laundry to carry. 
The bedroom and bath are frequently on the second floor, and these 
trips up and down stairs are frequently beyond their capacity. 

s a matter of fact, as one of the many of this generation who live 
in a ranch-style house, I have remarked that we are currently build- 
ing under FHA procedures housing which is ideally suited for the 
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aged. The living room, bedroom, bath, dining room, kitchen, and 
laundry are all on one floor, but unhappily women in their twenties, 
thirties, and forties are the ones who move into them, not women 
and men in their sixties and seventies. So at the present time, with 
some 15 million aged, about 20 percent, from the studies we have been 
able to make, Mr. Chairman, seem to need better housing than they 
now have. 

That means there is a potential market in this country for some- 
thing like 3 million suitable housing units for the elderly. Now, 
housing is more than a place to hang your hat, especially if you have 
retired, especally if you are no longer actively involved in the life of 
the community in your daily work, and people become psychological 
prisoners in their homes even if they are not physical prisoners, 
because they have no one to serve and no one to be served by. 

This is particularly true of the widows, widowers, and single per- 
sons among the aged. The families are broken or gone, and the person 
leads a life of quiet desperation. When you have heard an older 
person say, as I have, on more than one occasion, “Why don’t I die?” 
you realize that it is not simply a matter of having a roof over one’s 
head and three meals a day; that there is an awful loneliness. And 
we believe that housing, suitably sponsored, suitably built, and suit- 
ably operated, can be far more than a housing benefit to older persons. 
It can provide an enrichment of their whole life. And so we have 
suggested that housing developments containing perhaps 200 or more 
persons, could have, in addition to the usual housing, amenities, suit- 
able community facilities for recreation, for hobbies, arts and crafts- 
work, for social and recreational life, as well as for religious services, 
where that is suitable and appropriate. 

Such housing should be built not out in the country, because the 
aged are not old horses to be put out to pasture, but such housing 
should be built in or near the stream of life of the community, so that 
to the fullest extent possible older persons are persuaded to retain 
their contacts with their church, with their lodges and fraternal or- 
ganizations, and social systems of all sorts, so their friends and neigh- 
bors can come and visit them easily, their old friends and neighbors 
and families ; that such housing can and should be built under sponsor- 
ship which has an identity of interest with the older person himself. 

he aged do not have great incomes. I secured the most recent 
social security bulletin and I request that table 14 of the December 
1958 bulletin be added to my remarks, simply to dramatize my point. 
Mr. Rarns. It may be included. 
(The bulletin is as follows :) 
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TABLE 14.—Old-age assistance: Recipients and payments to recipients, by State, 
September 1958 3 


[Includes vendor payments for medical care and cases receiving only such payments] 




































































| Payments to | Percentage change from— 
recipients | 
Number of 
State recipients | August 1958 September 1957 
in— in— 
Total Average 
amount | 
Number | Amount | Number | Amount 
Wee tee 2, 454,415 | $151,651, 388 $61.79 | —0.1 (3) —1.6 +2.8 
Alabama 102, 481 3, 876, 062 37. 82 —.1 +0.3 —2.2 —13.8 
Alaska _._- 1, 506 492, 506 | 61. 42 —.5 | —.4 —3.6 —7.6 
Arizona 14, 070 775, 397 55. 11 —.2,| -.1 —.5 —1.1 
pO SE SE isis alg ee 56, 049 2, 681, 733 47.85 —.2 | —.4 +.7 +10.8 
California_..-.----------- 265,744 | 22,169,738 | 83.43) (| —.7 +.7| +128 
mE Bg as 52, 126 4, 803, 204 92. 15 3) | +.9 —.3 +12.1 
Connecticut__---------_- 15, 327 1, 683,316 | 109.83 ees ary 417.0 
SS ee ae 1,515 74, 818 49. 38 —.3 | +.4 —6.7 —6.4 
District of Columbia_____ 3, 106 187, 809 60. 47 +.1 +6.9 $1.5 +10.1 
| SR arr 69,755 | 3, 730, 685 53. 48 —.1 | —.4 +.7 +4.7 
} i 98, 486 4, 272, 563 43. 38 +.1 +,1 —.2 +.8 
1, 520 | 80,162 | 52.74 sey +8] —43] -1.9 
7, 917 480,017 | 60. 63 | —.4 | —.2| -32| —3.0 
81, 182 5,478,145 | 67. 48 —.2 +14] -—4.6 —4.3 
30, 374 | 1,758,275 | 57.89| -—.3| +.6 —5.3| —28 
36, 780 2, 483, 194 67.51 —.4| —.3 —3.8 —3.3 
30, 427 2, 251, 072 73. 98 | —.4 | —.1 —4.7 —2.0 
OS er ae 57, 211 2, 213, 137 38. 68 —.2 —.2 —2.4 —2.4 
iS * 4 See 124, 305 7, 847, 446 63. 13 (8) | (8) —.3 —.1 
pT RES SETIT ETE 12, 129 689, 487 56. 85 +.2 +.1 +2.1 +.7 
Maryland..._.....__- 9, 755 | 542, 472 55. 61 +.1 +.3 —.4 +8.0 
Massachusetts... -- 84,356 | 8, 184, 350 97. 02 +.2 +4.5 —2.0 +3.0 
are 66, 871 4, 651, 583 69. 56 —.1 -.1 —2.2 +3.0 
Minnesota___.--..-.----- 48, 339 3, 996, 320 2. 67 | +1 +.2 —2.3 45.5 
Mississippi__......-...--- 81, 380 2, 417, 504 29.71 | +.2) (a) —.3 +3.8 
ae 122, 241 6, 669, 472 54. 56 —,2| —.2 —2.7 | —2.6 
I sis ois an Loc 7, 738 477, 886 61. 76 C) | +.3 —5.7 —6.0 
Nebraska. -_._-_--- aS | 16, 241 1, 051, 207 64. 73 —.3 | +.2 —4.0 +16.6 
Nevada... FERRE: 2, 607 178, 656 68. 53 +-.3 | +.3 +2.9 +4.3 
New Hampshire. .---.--- | 5, 244 352, 966 67.31 —.4 | —1.4 —4.5 —3.0 
New saree... ----5... 19, 378 1, 603, 186 82. 7: +.2 +1,0 —.3 +3.1 
New Mexico. ..-..--.__- 10, 423 557, 778 53.51 | +.2 | +.1 +4,0 +5.1 
New York. ...--<...--- : 88, 168 8, 484, 543 96. 23 —.1 +.1 —3.1 +4,3 
North Carolina _________| 50, 77 1, 900, 950 37. 44 0 +9 1.6 +18 
North Dakota.....-......| 7, 493 614, 353 81. 99 +.7 +1.0 —4,1 +2.4 
Ohio tae by el gat 90, 044 5, 842, 431 64, 88 —.2 —8.7 —3.9 —3.4 
Oklahoma..............-- 92, 920 6, 800, 246 73.18 —.2 —.2 —1.3 —.4 
Orem ts... ....- 17, 889 1, 516, 899 84. 80 (3) +13.9 —.8 +10.3 
Pennsylvania___...____.- 48, 576 2, 489, 427 51. 25 —.1 —.1 —3.0 —.9 
Puerto Rico...-.......- 40, 762 331, 885 8.14 —.5 | —.3 —4.3 —3.2 
Rhode Island. _......___- 7, 197 525, 411 73. 00 —.3 —.5 —3.0 +.7 
South Carolina__...__.._- 35, 256 1, 341, 563 38. 05 —.2 (5) —4.0 —2.1 
South Dakota...........- 9, 650 500,678 | 51.88 —.2 —.2| =-37 —24 
Tennessee... ....22....... } 57, 035 2, 279, 263 39. 96 —.1 +.1 —1.4 +8.1 
ee com tegd \oanshtwaké 224, 442 10, 566, 545 47. 08 +.1 +.1 +.2 +4.7 
Utah. .__. 8, 594 559, 151 65. 06 —.3 +1.0 —4.0 —3.2 
Vermont | 6, 059 309, 460 51. 07 | —.1 +.1 —5.1 —4.1 
Virgin Islands_.........--) 604 12, 252 20. 28 +.3 +.8 —7.4 +1.7 
i Eee 15, 564 586, 231 37.67; () | +7.6 —3.0 +3.3 
Washington. __..........- 54, 369 4, 817, 147 88. 60 | —.3 | +.4 ~2.4 —5.4 
West Virginia._.......__. 21, 351 | 761, 850 35. 68 | —.1| +.5 —3.2 | +1.8 
I ans 37, 441 2, 842, 516 75. 92 —.3 | —.4 —4.2 +3.8 
TE 3, 646 | 256, 441 70. 33 —-2| +14 —2.8 +.5 








! For definition of terms see the Bulletin, October 1957, p. 18. All data subject to revision. 

2 Includes 4,039 recipients aged 60-64 in Colorado and payments of $342,079 to these recipients. Such 
payments were made without Federal participation. 

3 Increase of less than 0.05 percent. 

‘In addition, supplemental payments of $8,732 from general assistance funds were made to 35 recipients. 

§ Decrease of less than 0.05 percent. 


| 


Mr. Jounson. This shows, Mr. Chairman, while there are some 
States making as high a payment as $100 a month to the aged, the 
typical situation is one of $62—$61.79, to be exact—as the average 
public assistance grant to a needy person today. 
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Now, they may have some additional income over and beyond that, 
but many of the aged—by no means all, but many of the aged—are 
living on very modest incomes. 

Therefore, it is not to be expected that commercial enterprises can 
build profitable housing for the aged, except for the very well-to-do 
aged. 

“In my neighboring city of Denver, we have a very beautiful apart- 
ment hotel, and this takes care of the perhaps upper 1 percent of 
those who can afford the finest hotel type of services. You might call 
it a home for the aged if you wish. I don’t think the hotelmen would 
like to think of it in those terms. But it does provide housing for 
those individuals whose incomes are so great that they will support 
them. No FHA or other housing program is needed for those per- 
sons. Our concern is for those at the lower end of the income ex- 
treme, because for them some kind of provision beyond what we have 
been having appears to be needed. It was my deep hope when 207 
was adopted, Mr. Chairman, that the housing program contained for 
the elderly therein would prove to be the answer. 

Although we are using 217, calling ours a cooperative, I wish we 
could call it a straight outright trust. The law says we can, but we 
have gotten exactly nowhere with the finest of friendly relationships 
with the Housing Administration people and with our own people. 
They have not been able to show us how we could use the trust. sec- 
tions, so we have created a legal cooperative to do the work of these 
church groups. But I am digressing from my main theme, which is 
that housing for the elderly, under nonprofit sponsorship, where the 
sponsor is a church, lodge, labor organization, professional society, 
whatever it may be, where the sponsorship or joint sponsorship is 
made up of organizations whose interest is the well-being of the mem- 
bers and the persons whom it serves—let me illustrate this simply by 
taking my own church. I think the members of my church are inter- 
ested in building housing for the elderly, in the immediate moment 
for the older members of the church, for their mothers, their aunts, 
and other relatives and friends who might be the immediate tenants, 
and yet the longer we have talked about this the more I have dis- 
covered that the younger members of the church are beginning to 
think ahead, that the day may come when one of them or all of them 
are prospective tenants in bach a housing facility, and so they wish to 
see it built and operated under terms and conditions which will be of 
maximum benefit to each of them. 

It will be the type of place that they would enjoy living in when 
the time comes. So there is no desire to profiteer, there is no desire 
to cheat. There is a desire only to give the maximum service for the 
money available, and there is a recognition that, for at least some of 
the aged tenants, the money available is sharply limited. The pur- 
pose of these remarks, Mr. Chairman, is to say I am very happy to 
find in your bill, H.R. 2357, an important step forward in the fan! 
cial features, an important step forward that I think will make hous- 
ing for the elderly easier to come by. 

refer, of course, to the availability of direct loans over a 50-year 
period, because the ultimate question is not the downpayment. This 
can be raised by gifts, by charity, by payments to the prospective rel- 
atives and tenants. The hard part is the monthly payment to be 
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made, and that monthly payment will, of course, be reduced by your 
long-term amortization and by your more generous interest rate. 

In the hearings the other day I heard this provision called a sub- 
sidy. I do not view the college housing program, which has benefited 
many of the colleges in my State, just as it has in the State of the 
previous witness—I do not view the college housing program as a 
subsidized program. All of the costs of the Federal Government are 
met under this program, and, as I read H.R. 2357, all of the costs of 
housing for the elderly would be met. Therefore I do not see this 
as a subsidy. I do see it as an inducement, to be sure. I do see it 
as a favor to be granted to a group, and the question before the com- 
mittee, it seems to me, is, Is this a suitable group to receive the favor? 

Or perhaps the question could be put another way: Would this 
need for this 20 percent of the aged to secure adequate housing at 
prices they can afford be met by some other device or without this de- 
vice? And I would say, on the basis of our experience, working not 
only with this group, but I must say because of our work during the 
past 5 years, I have been in contact with many groups throughout 
the country, I must say that the chances are very slim that very much 
housing will be built under private or nonprofit sponsorship without 
such provisions. 

There are a few places where charitably minded individuals have 
in effect made such terms available, I believe there was one in Roches- 
ter, N.Y., but such generous individuals are few and far between, and 
the simple mathematics of it quickly will clear the air. If 3 mil- 
lion persons need suitable housing, one must figure the minimum cost 
per unit to be $5,000, and the more likely figure would be $6,000 or 
$7,000 per person served, and this would mean something like $15 bil- 
lion of housing investment needs to be made. 

Mr. Chairman, I am basically an economist. This is my ROESSEON, 
or was my profession, before I got elected to Congress. on’t know 
what is going to happen now. I had to answer a question last night 
and I had to debate ih one to put down. 

Mr. Chairman, as an economist I recognize that. only if there is a 
type of program which a reasonable man or group can see as a sound, 
sensible, functional proposal where income will equal outgo, are we 
likely to get such tremendous sums invested now or at any time in the 
future, and, therefore, only those measures which will help to bring 
the monthly payment down within the reach of the prospective ten- 
ants is a suitable alternative if we are to preserve independence. 

That brings me to the other real alternatives which are hidden 
from view. Tin my State we have just finished a State home for the 
aged, at Trinidad. When it was planned, the thought was that the 
monthly payments by the prospective tenants would cover all costs, 
including capital costs. en completed, the unit was not imme- 
diately occupied. The legislature in this past year agreed to pay all 
of the capital costs. The home is now filled with tenants on the pro- 
viso that the monthly payments, either out of the State welfare funds 
or by others, will cover all of the operating costs; but to provide 
housing for perhaps 150 people, the State is investing about $114 mil- 
lion in capital and in payments. The week following the introduction 
of the original proposal 5 years ago, seven similar bills were dropped 
in the State legislative hopper, and I understand in the present session 
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there are several members who would be happy to have State homes 
for the aged built in their backyards, presumably on the arrangement 
that the State would pay all of the capital costs and that the tenant 
would pay only the operating costs. It is our belief, based upon con- 
versations with those who operate various kinds of State and private 
nonprofit homes, that a State home will be more expensive to operate 
than a private or nonprofit home. 

The tenant will have the feeling that he is a ward of the State, that 
he has the right to request or demand any service he may wish, and 
that the taxpayer will pay the bill, whatever the bill is. More than 
that, he has no sense of proprietary interest in the home. After all, 
he is a ward of the State. He has, to some extent, surrendered psy- 
chologically a portion of his independence by the very fact of seeking 
admission and accepting admission in such a home. It is our belief 
that the nonprofit home sponsored by a lodge or a church or an organ- 
ization to which he belongs gives him a sense of proprietary interest. 

More than that, he recognizes that any increase in cost must come 
out of the pockets of himself and his friends, because there is no 
beneficent sponsor behind with an unlimited treasury. Therefore, 
you will get a more efficient and economical service provided in such 
homes. 

But if we do not build a suitable number of homes for the aged 
through nonprofit organizations under the kind of language proposed 
in H.R. 2357, I daresay that the increased pressure for more housing 
for the elderly will lead us to accept as an alternative that must be 
taken the building of more public housing units for the aged, either 
through the local housing authorities or through other State or local 
institutions, and that the cost to the taxpayer will be greater, the 
service to the tenant will be less. 

This, it seems to me, is an uneconomic way to proceed. I am very 
pleased to see the language of this act and the broadening language 
which will permit the use of such projects, not only for housing, but 
also for inpatient and outpatient care. When we first approached the 
FHA with our plans, we showed one unit which was essentially a 
dormitory or residence hall unit, and they said: “You are not going 
to give nursing home care in there, are you ?” 

And we said: “No, this isn’t a nursing home; it is housing.” 

They said: “You have no kitchen facilities in these units.” 

I said: “That is true. They have a community kitchen and they 
can eat out.” 

They said: “We don’t insure medical care facilities; we only insure 
housing.” 

That was some 3 years ago, Mr. Chairman. I understand now 
there is a somewhat more tolerant view being taken. The aged are 
very fearful of being moved out of the housing, and if we can build 
nursing home facilities adjacent to or as a part of what is essentially 
housing, I think we can do much to provide the psychological re- 
assurance that the aged need; that their needs can be met without 
moving them from the premises. They fear the shift and they need 
the emotional security that such joint facilities provide. If I may 
digress for a moment, Mr. Chairman, I would suggest in our thinking 
in this field of housing for the aged we need to recognize four essen- 
tial different kinds of facilities, and one of our problems with the 
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State and local ordinances has arisen because of confusion in this 
very area. 

There is, of course, straight housing, which we are building— 
living room, dining room, bedroom, bath facilities, housing as you 
and I understand it. Then there are boarding homes, where the per- 
son surrenders perhaps his kitchen and dining room facilities and 
uses community kitchen and dining room facilities, but there are no 
special medical facilities in such a boarding home. There is a place 
for such a boarding home. Then there is the nursing home, which is 
built to provide nursing services in addition to boarding services. 
Perhaps not more than 3 percent of the population are in need of 
such facilities. Finally, there is the hospital. 

We have built perhaps too many hospital beds and not enough 
nursing home beds or boarding facilities. The tragedy of the isola- 
tion of the aged in fecdlasinte tating is that they become concerned 
about their own physical needs and they drift into hospitals where, 
at very high cost, they are given care until they die. If they had 
housing which gave them a reason for living, a chance to serve and 
be served, to love and be loved by others in the community, to have 
a useful relationship, there would be fewer persons going to our 
State mental hospitals. There would be a smaller number of per- 
sons having the nervous breakdowns we come to associate with so 
many of the aged. 

We believe that actually providing adequate housing for the aged 
will prove to be the finest kind of preventative medicine for the aged. 
So I think, Mr. Chairman, I have spoken long enough, except to say 
that I welcome, therefore, the addition in this bill of what I take to 
be an exploratory program of nursing home care. 

The language is very broad in section 229, as to mortgage insurance 
for nursing homes. I think perhaps at the outset it is desirable to give 
the Commissioner broad authority. Let us hope that the new Com- 
missioner will take a constructive view on this matter and will not 
insist on standards that are irrelevant. We made a special trip here 
a year ago to persuade them to amend the minimum property require- 
ments to at least a sensible en For example, the community fa- 
cilities called for by a typical housing project calls for a swing, a 
teeter-bird, and a merry-go-round. We had a feeling that the aged 
would not feel a need for such community facilities, but possibly shuf- 
fleboard or other suitable recreation facilities might be put in place 
thereof. Naturally, when the issue was drawn this way, we had little 
difficulty in persuading the FHA that their technical standards should 
recognize the special type of use to which our 213 project would be 

ut. 
. I am hopeful that the Administration under the new Commissioner 
will take a constructive and sensible view as to the kinds of community 
facilities which ought to be added to housing for the elderly. 

Mr. Ratns. Byron, we want to thank you for appearing. We have 
a lot of questions we could ask you, but I see a heavy array of Con- 

smen backing you up. We are going to be glad to have you on 
the full committee. We appreciate your appearing and giving us a 
very good solid talk on housing for the elderly. 


Mr. Jounson. I appreciate the opportunity to appear, and I would 
be most happy to serve with you on the subcommittee, and I look 
forward to serving with you on the full committee. 
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Mr. Rains. The next witness is our distinguished friend, Mendel 
Rivers, and accompanying Mendel is the dean of our Alabama dele- 
gation. Frank, we are glad to have you, and, Mendel, we are glad to 
have you. Who is going to do the talking? 

Mr. Rivers. Let me start. 


STATEMENT OF HON. MENDEL L. RIVERS, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH CAROLINA, ACCOMPANIED 
BY HON. TOBY MORRIS, REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF OKLAHOMA 


Mr. Rivers. I have asked Mr. Morris to come with us. He has time 
on the program. If you will let us, we will work together. Mr. Chair- 
man, I can’t speak with the eloquence of the gentleman who preceded 
me. I have come, Mr. Chairman, to ask you to help us in solving a 
practical problem which has come up in my own community. We have, 
as you know, the Capehart extension to provide housing for the mili- 
tary. 

Mr. Apvponizio. We like to refer to it as the Capehart-Rains hous- 
ing. 

Mr. Rivers. Well, it is the Rains extension of an antiquated provi- 
sion. The Capehart provision provides housing for the military, but 
it goes through this rigmarole in the Defense Department, and you 
don’t get, very frequently, what you need. Now, I serve on the Armed 
Services Committee, commonly referred to as the Vinson committee. 
I can write this in, but what I want to bring to your attention is this: 

We have recently had in my own community the dispersion of cer- 
tain naval personnel. 

Mr. Rains. How many new personnel do you have? 

Mr. Rivers. At least 10,000, including families. 

Mr. Rarns. Is that three or four thousand families? 

Mr. Rivers. About that, sir. 

Mr. Rarns. May I ask, is that in connection with some kind of new 
project, like the Polaris, or something ? 

Mr. Rivers. I have the Polaris there, and that is another part of it, 
but we have two squadrons of destroyers and one of submarines being 
dispersed and working out of the large naval base at Charleston, 
and for logistic purposes, that is why they bring the ships into that 
area, but they have not planned any honding. They sent a Navy man 
down there, and they said: “We need at least two or three thousand 
units.” So I got the community together and the bankers and every- 
body and they said: “Well, the philosophy of this country is based on 
what the FHA does. You can’t get money any other way. And if 
you can’t get the FHA to commit themselves, we can’t build the hous- 
ing, because Charleston is just not big enough to build 3,000 units.” 
They just don’t have that money. 

r. Rarns. You are talking about rental housing ? 

Mr. Rivers. Yes. 

Mr. Rarns. For military or for civilian personnel ? 

Mr. Rivers. They could rent to anybody, but they would commit 
them to the military. 

Mr. Ratns. Military personnel ? 
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Mr. Rivers. Yes. The law proscribes the Commissioner, under the 
law, under the present law, from guaranteeing houses for rental to 
military; as you know, they can’t do it. So they can’t get the FHA 
to guarantee this housing for this military. 

Mr. Rarns. Let me see if I can get it straight. The Defense Depart- 
ment will not O.K. Capehart housing on base; is that correct ? 

Mr. Rivers. They don’t have a base for it. They don’t have the 
property. 

Mr. Ratns. You have all of these families who have come in there 
on these Navy and other projects, both military and civilian ? 

Mr. Rivers. Both military and civilian, right. 

Mr. Rarns. And what they need is rental housing ? 

Mr. Rivers. What they need is rental housing. When we take up 
the public works bill in our committee I can get the thing in along 
with my good friend Toby Morris, but that will be some time in the 
distant future, and in the meantime we have these three squads of 
warships out there. 

Mr. Rarns. You would have to appropriate funds, then; you 
couldn’t do it through FHA. 

Mr. Apponiz1o. How long have they been there? 

Mr. Rivers. They haven’t gotten there yet. They are on their way. 
They will be there any moment. A few ships have come in from here 
and there. They nile home ported there. 

Mr. Apponizio. This is a fluctuating situation, isn’t it? These peo- 
ple will come and go? They will not be there any length of time? 

Mr. Rivers. They will be there indefinitely. When you home 
port three or four thousand people, that is an operating base. So 
what I want to suggest to you and respectfully recommend is that you 
make it possible for us to build housing in the community, all over the 
community, where these people will be integrated within the com- 
munity as citizens, and not have them segregated over here and have 
a military housing project entirely. 

Mr. Appon1z10, Why doesn’t the FHA approve any housing there? 

Mr. Rivers. They can’t do it, under present law. 

Mr. Ratns. The present law says before FHA can approve it, it 
must be economically feasible, and that is the same problem at War- 
ner Robbins. Because of the fact that they may be moving and shift- 
ing around, and the Defense Department will not assure FHA as to 
how long they will be there, FHA cannot make the finding that it 
will be economically feasible, unless they have some basis on which 
to put it. 

ow, we get down to one thing. We had title LX, which didn’t 
have really too happy a record. Maybe it did some good in some 
places, but in some places it didn’t have too happy a record. Wasn't 
that type of housing the kind he is talking about? 

Mr. Rivers. The H-bomb plant outside of August had that. 

Mr. Ratns. Has there been any request by the military for—I 
know they have asked for housing, but have they shown any desire 
to help get the type of housing program through that they might 
need in order to do that job? 

Mr. Rivers. The Navy had meetings with the people in the com- 
munities, begging them to provide the housing. 
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Mr. Ratns. Has the Navy been talking to the administration, 
though, so we won’t run into opposition from the administration if we 
do this ¢ 

Mr. Rivers. I don’t know about that. But I know one thing: They 
won't give us any trouble. 

Mr. Rains. Now let me ask one other question. The only way 
this could be done, Mr. Rivers, as I see it, we had the proposition up 
with Mr. Morris last year, Senator Monroney has had it up year after 
year in the Senate, and the idea has been to provide some way whereby 
rental housing could be insured at these bases where there is a short- 
age. It becomes a special program because it does not have the 
recommended economic feasibility. 

I would like to do something about it in this committee. I would 
also like to have some report from the administration before we start 
acting, because there seems to be a tendency nowadays to claim every- 
thing is too much. I would like to know what their attitude is about 
this. 

Mr. Rivers. Well, let me say this to you: The Defense Department, 
the Air Force particularly, under General LeMay, built a lot of SAC 
bases. They are now pulling in their horns because of the coming 
into production of missiles. Some of the SAC bases may be reevalu- 
ated. But on all of LeMay’s bases he has had housing units because 
I was on the committee and I approved them myself. They are re- 
luctant now to program any housing. I have a MATS base at 
Charleston, and we have 600 units and we need 1,200, and we can’t 
program them. That MATS base is permanent, I can tell you that. 
They are not going to move out of there, but still they won’t approve 
them. 

Mr. Ratns. They won't approve the Capeharts / 

Mr. Rivers. They won’t approve any more. Now, in this commu- 
nity they will need these. We need at least 3,000 units, and they will 
be built all over the wide expanse of the length of the Charleston 
peninsula, which is about 40 miles long, and these people will be all 
over the community, and they can live where they please. 

Mr. Rains. What would it amount to if we were to write into the 
bilF that it would require a finding on the part of the Secretary of 
Defense that the base was permanent before we could build them ? 

Mr. Rivers. Well, I have read here what the other body has, Sena- 
tor Sparkman. 

Mr. Barrerr. Will the gentleman yield? I have an appointment 
at 3:30, and I just want the chairman to know that I will support the 
request of these gentlemen in the committee when the time comes. 

Mr. Ratns. Well, you have one Congressman. 

Mr. Rivers. If the rest of you will say that, I will leave and let 
somebody else say something. 

Mr. Rains. We have to learn more, first. 

Mr. Rivers. I note Senator Sparkman has all of this in his bill. 

Mr. Rarns. That is the same provision that has been in the Senate 
bill for 3 years. It was first put in by Senator Monroney and your 
distinguished friend, Mr. Morris. It was stricken out once in confer- 
ence. It failed to get to conference the second time. Last year we 
didn’t get a housing bill, so it has been hanging there for that time. 

Mr. Rivers. This requires the Secretary of Defense to certify. 
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Mr. Rarns. That does require the Secretary of Defense to certify ? 

Mr. Rivers. Yes. 

Mr. Rarns. Well, that might be a way out. Would you be satis- 
fied with the provisions that are in the Senate bill ? 

Mr. Rivers. I have been here long enough to know if I can’t get a 
whole loaf, I have sense enough to take a half a loaf. 

Mr. Rarns. We want to do something about this, Mr. Rivers. You 
know we do, and we wil do our best to work it out, but it is a difficult 
problem with which we are confronted. 

Mr. Rivers. It is, and it is ironic that the military, the Defense 
Department particularly, is reluctant now to program housing which 
they know they need. You take, for instance, on the Polaris base 
we are building at Charleston; that Polaris base is one of the hottest 
missiles we have. You know what it is. They need at least a hun- 
dred units on the base, because of security personnel, of at least 150 
marines. At least that many. Yet, they won’t program but I think 
24 units, which is ridiculous. One of these days we will wake up 
and see out in Charleston Harbor this large flotilla of battleships 
and their families there, and if you will pardon the expression, they 
will be giving the community hell. Well, the community can’t pro- 
vide them. No community could. It is not fair to expect any com- 
munity to integrate 10,000 people overnight. They can’t do it. 
There are great cities like the distinguished lady and Brother Ad- 
donizio come from, they can handle the situation, but little cities like 
Charleston, with 190,000 people, can’t do it. 

Mr. Rarns. I realize the strain on a city like that. Let’s ask Mr. 
Morrisa question. Is your problem similar to his? 

Mr. Morris. Yes, my problem is similar to his, except, Mr. Chair- 
man, my situation largely revolves around a SAC airbase in my 
district at Clinton-Sherman—Clinton Sherman SAC Airbase. There 
are under constrution now 450 units under the Capehart law that 
will be completed about May of this year, and then additional units 
about 30 days thereafter. As far as I am concerned, I would like 
to see this building program go on both on base and off base. This 
SAC base there at Clinton-Sherman is in somewhat of an isolated 
area, and it just isn’t possible for the personnel there to find suitable 
quarters in which to live. 

I want to be brief, because I know this is a tremendously important 
bill, and I know you have many people whom you want to hear, but 
I want to pause and make this statement. I certainly do not know 
nearly so much about this general bill that is before you ladies and 

entlemen as you do, of course, because you have given it most care- 
Fal consideration and study, and will continue to do so. But I cer- 
tainly am in favor of the bill. I know of no reason in the world 
why I cannot support the bill that you are contemplating bringing 
out, and I assume will. In other words, I feel that housing in this 
country is one of the most essential programs that we can engage in, 
and I feel certain we can go forward with suitable housing for our 
people generally. I, for one, 8 to do everything I possibly can 
in my individual way to help further that program. 


Now, getting back to this specific situation here, the Air Force it- 
self, as I understand it, has made a study and they have found that 
notwithstanding these 500 housing units that are under construc- 
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tion, or will soon be constructed on the Clinton-Sherman Airbase 
itself, that there are at least 908 additional units that are needed, and 
our airmen, both the commissioned and the noncommissioned, and 
those in the private ranks, cannot in my judgment find suitable quar- 
ters and housing for themselves and their families unless something 
is done right away. 

As my distinguished colleague, Mr, Rivers, here said, when it 
comes before the Armed Services Committee, we may be able to get 
some legislation in working with our colleagues, expanding on base 
housing and so on, but the necessity is so great, that we would hope 
that you folks, you ladies and gentlemen, might feel it proper to put 
an offbase housing amendment in your present bill. I recommend 
for your consideration section 602 of S.57. I think that if you should 
put that amendment in there, it would be an answer to our problem. 

May I very briefly state what I understand that amendment would 
do and what the real essence of it is. This statement I prepared last 
year, but as I understand it, it would be appropos of the present situa- 
tion and would be in line with section 602, which is a rather involved 
section, and I have just recently hurriedly read it, but I feel sure 
that this statement that I am about to make will explain in a very 
brief way just what this amendment would do. 

The amendment would authorize the Federal Housing Administra- 
tion to provide insurance on mortgages for offbase single-family and 
rental housing governed by the mathe basic terms as provided in FHA 
title II sales and rental housing. 

The result of this will be to develop a means of supplying privately 
built defense housing in small amounts to be built by small builders 
in communities where there are not sufficient onbase quarters and not 
sufficient rental housing in the nearby towns. 

The amendment in no way would affect the title VIII or Cape- 
hart housing program, or appropriated funds for military housing. 

Now, here is the thing that I know you will be interested in: On 
the contrary, the Secretary of Defense, or his designee, must certif 
to the Federal Housing Coataiianlener that the availability of suc 
offbase rental housing is essential to the national defense. In addi- 
tion, both the Defense Department and the FHA must have de- 
termined that adequate housing is not available at reasonable rentals 
within a reasonable commuting distance from the installation, and 
that such housing would not interfere with the occupancy of exist- 
ing Government guaranteed housing projects. FHA must require 
the ey to be held for rental to essential military and permanent 
civilian personnel of the Armed Forces as certified to by the Defense 
Department for a minimum period of 5 years from initial occupancy, 
unless Defense Department releases it sooner. In substance, that is 
what the bill would do. 

Mr. Rarns. We understand that part of it, Mr. Morris. We have 
been through it a good many times. The only problem we have ever 
had about this is whether or not we could get the support of the 
military in helping to carry it out. 

In other words, we can’t force them. We can say that it requires 
their signature. We can’t make them do it. I will tell you this: 
I am quite sure that the committee is vitally interested in your prob- 
lem. It is not only yours, it is Frank’s, it is many peoples’. It is 
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even the problem of the Chairman of the Armed Services Commit- 
tee. Warner-Robbins has been brought up. It involves a great deal 
in this Congress and we are going to have to give it real careful 
study to see if we can do a better job than the Senate, which we 
usually do, and if we can’t, we will talk to you again. 


STATEMENT OF HON. FRANK W. BOYKIN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALABAMA 


Mr. Boykin. I have been glad to come before this committee. I 
am for your bill a thousand percent, Mr. Chairman. I think all of 
you have done a great job. I am exactly for what Mendel has said 
and also Toby Morris. It is a great bill and it is going to do a lot 
of good and if we can just vote it out of this committee, we will go 
to town. I am on the Veterans’ Committee and I believe I was made 
chairman of their Housing Committee, and they wanted $150 million 
and all of the men and women got together and made it $300 million. 
That was voted out. I see now that the Senate is trying to bring out 
a bill today and I believe by all of us working today we can do a lot 
of good, good that we should have had years and years ago. 

I have so much love and respect for all of this committee and you 
have all done such a splendid job and I believe the whole Congress 
has the confidence in you. 

I talked to our great Speaker today about your bill and I think 
he is more anxious about your bill than you are. Mrs. Sullivan is on 
our committee, too, and when they tried to put her on another com- 
mittee, she said she wanted to stay with Mr. Albert Rains’ committee. 

Mr. Morris. Mr. Chairman, I didn’t want to impose on your time, 
but I read this short statement because I thought there were some 
members on the committee that might not have had an opportunity 
to consider this new matter. 

I do want to express my sincere gratitude and appreciation to all 
of you for being permitted to appear here before you. As I say, 
we are both for onbase and offbase housing and we need it very badly, 

Thank you very much. 

Mr. Rarns. We are very glad to have you. 

Our next witness is Hon. Paul Rogers of Florida. Come around, 
Mr. Rogers. 


STATEMENT OF HON. PAUL G. ROGERS, MEMBER OF CONGRESS 
FROM THE STATE OF FLORIDA 


Mr. Rogers. Thank you, Mr. Chairman and members of the com- 
mittee. I appreciate being here to make a brief statement. I will 
certainly have to join in the remarks Congressman Boykin made 
about your fairer sex here on this committee and that makes it doubly 
a pleasure to appear before you. 

I will not take time to read this statement. I will file it with the 
committee because we went into this in the last session. I am sure 
the committee is familiar with the provision we are interested in 
on migrant labor housing. This is the same provision that was voted 
on by a majority of the House, but not the necessary two-thirds. So 
I think it has had a careful scrutiny of the House, 
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Mr. Rarys. We know about it, Mr. Rogers. Actually we know 
about it; this is the insurance feature as to housing for migrant 
workers. 

Mr. Rogers. That is correct. 

Mr. Rains. Why don’t you file your statement for the record and 
we will do our best to have it voted this year as we did last year? 

(The statement is as follows:) 


SraTeMENT By Hon. Paut G. Rocers, Memper or Coneress, BEForE 
THE SUBCOMMITTEE ON HovusING OF THE BANKING AND CURRENCY 
(COMMITTEE 


Mr. Chairman, thank you for this opportunity to speak in support 
of H.R. 422, to provide a new program of Federal insurance for 
migrant farm housing loans made by private lenders. 

Adverse weather conditions in Florida and throughout the Nation 
last year highlighted the acute situation of migrant workers with- 
out proper housing facilities. This condition exists today, and 
is recognized as a major problem, national in scope. 

Many individuals and organizations have added their support to 
this legislation and their comments may be found in the record of 
proceedings when this measure was under consideration by the com- 
mittee during the 85th Congress. Additional information will be 
added during these present hearings. 

This bill was introduced after I had conferred with the people 
close to the problem. Florida State Representative Emmett Roberts 
of Belle Glade, Fla., chairman of the State interagency committee on 
migrant agricultural labor of the Council of State Governments, 
pointed up the seriousness of the situation and the large number of 
migrant workers in this country. It is estimated that over 1 million 
presently comprise the migrant labor force in America. 

H.R. 422 would authorize the Government to insure and make com- 
mitments to insure loans made by lenders to farmers, associations 
of farmers, and county governments for the purpose of providing 
dwelling accommodations and related buildings and structures for 
migratory farm labor in accordance with certain regulations. The 
bill provides that no loan will be insured in an amount in excess of 
90 percent of the value of the farm, or of the total value of the build- 
ings to be constructed. Interest on the loan must not be in excess 
of 6 percent, and interest insurance charges by the Government. are 
not to exceed 1 percent on the principal outstanding. 

The aggregate amount of the principal obligations of the loans 
insured shall not exceed $25 million in any one fiscal year. 

The Council of State Governments conducted a thorough study of 
housing in the migrant-labor field, and found that housing for mi- 
grants in the several States range from deplorable in all too many 
places, to very good in a few places, but that the average fails to 
meet decent standards. 

The committee concluded that a program combining enforcement 
of local sanitary laws together with a Federal program of insured 
loans for construction of better housing facilities meeting reasonable 
standards would yield beneficial results. 
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The purpose of this bill is to meet this challenge—to provide a posi- 
tive approach of obtaining safe, sanitary, and acceptable quarters 
for these workers. 

Mr. Chairman and members of this subcommittee, I sincerely hope 
that you will adopt this bill, as you did during the last Congress. 
The need is great, and only when we can provide decent housing 
can we hope to clean up the deplorable conditions now existing in 
the labor camps and farms where migrant labor is presently housed. 
Thank you. 

Mr. Rarns. Our next witness is Hon. George Miller. Come around, 
Mr. Miller. 


STATEMENT OF HON. GEORGE P. MILLER, MEMBER OF CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. Miter. Mr. Chairman, I would like the privilege of intro- 
ducing Hon. Jeffrey Cohelan. 

Mr. Conetan. I am from Alameda County. I am the junior col- 
league of Mr. Miller who is from my county. 

Mr. Rarns. We are glad to have you. 

Mr. Miter. Mr. Chairman, I want to address myself at this time 
to section 502, title V, entitled “College Housing.” 

I support wholeheartedly the provision that is in the bill. Last 
year a number of us came before you and you were kind enough to 
include that section in the bill then and it is there now and I want 
to express my appreciation and without taking up your time I have 
a prepared statement which I would like to file for the record. 

r. Rarns. That has to do with the section whereby 
. Mr. Muter. That is cooperative housing—cooperative college 
ousing. 

Mr. Rarns. The section whereby student cooperatives may make 
application for loans with the university as a cosigner? 

Mr. Miuurr. Yes. 

Mr. Ratns. I noticed the other day when the people in the uni- 
versities were testifying that they didn’t quite approve of that. They 
said, why didn’t the university sign it in the first place, but I am quite 
sure that they didn’t make a very good case. I can see a great many 
reasons why it might be better for the student cooperative to be the 
front signer, so to speak. 

Mr. Muuer. [I think it is more in line with the American tradition 
for them to do it. If they want the backup, inasmuch as the property 
will revert to the university in the event of dissolution, the universities 
have very little chance of losing any money on it and it gives them 
the kind of housing that is essential. 

Mr. Rarns. We thought it was a very good section last year, Mr. 
Miller, and the committee—I think the members will bear me out— 
we had no difficulty at all in agreeing with your views, so if you will 
file your statement for the record we will look at it. 

r. Miiuer. I have filed my statement for the record. 
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(The statement is as follows :) 


Trstmmony oF ConGRESSMAN GerorGE P. Mituer Berore THE Hovusine 
SUBCOMMITTEE OF THE BANKING AND CURRENCY COMMITTEE ON A 
Proposep AMENDMENT TO THE CoLLEGE Houstne Act, Fresruary 
2, 1959 


Mr. Chairman, and members of the committee, I appear here today 
in support of the proposed amendment to the Housing Act of 1950, 
which would provide for college housing loans to nonprofit student 
cooperative associations. 

There are student cooperatives existing on college campuses 
throughout the country with long histories of successful and expand- 
ing services. California has two of the oldest in existence located at 
two of the campuses of the University of California, those at Berkeley 
and Los Angeles. 

The University Students Cooperative Association at Berkeley was 
founded in 1933 and during the past 25 years has housed approxi- 
mately 15,000 students. These former students are today’s doctors, 
lawyers, scientists, teachers, etc., and one of them is even a Member 
of Congress. Many could not have been able to obtain a college edu- 
cation had it not been for the students co-op. 

Today the Students Cooperative at Berkeley has a membership of 
900 and is the university’s largest single housing agency. Cooperative 
members pay $204 to $236 per semester for room and board compared 
with university dormitory costs of $380 to $435 per semester. The 
association has estimated that its members save approximately $225,- 
000 a year. These savings are made possible in large part because the 
students, as a prerequisite to membership, must furnish work in kind 
such as waiting at table, cleaning, and maintenance of facilities. 

The University Cooperative Housing Association at Los Angeles 
was organized in 1937 and presently houses about 175 students. It 
has long-range plans for very substantial expansion. 

Conservative estimates place the 1965 enrollment at Berkeley at 
25,000. This will be an increase of about 6,000 students in the next 5 
years on a single campus. Enrollment at the college level is increas- 
ing annually at universities all over the country. To meet this need 
many colleges are preparing their own dormitory expansion program. 
This will not meet the need, however, of the low-income student. 

The proposed amendment to the National Housing Act will permit 
these student cooperatives to expand their facilities concurrently with 
the colleges. This will not only increase the housing facilities avail- 
able, but will provide service in that area where the pressure is the 
greatest, and where the colleges cannot themselves fully take care of 
the demand. 

To safeguard the Government, the amendment provides that the 
educational institution be required to cosign the loan application and 
in the event of dissolution of the cooperative, its physical assets will 
revert to the sponsoring institution. 

Mr. Chairman, in view of the urgent necessity for strengthening and 
expanding our educational resources, and in view of the large numbers 
of our young people who must make substantial sacrifices to go to 
college without parental financial help, I urge the committee’s vigor- 
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ous support of this amendment to provide for college housing loans to 
nonprofit student cooperatives. 

Mr. Mitter. You will remember last year, our Congressman Harlan 
Hagen appeared on this bill, also. He said he couldn’t have gotten 
through college if it hadn’t been for cooperative housing. He has to 
be in California on duty now and I would like to file a statement on 
his behalf. I would like, also, to address myself to section 413, but I 
haven’t had opportunity to prepare a statement and I ask permission 
to file a statement on that. 

Mr. Rarns. What is that ? 

Mr. Miter. That has to do with urban planning and urban 
renewal. 

Mr. Ratns. You may file a statement up until Wednesday night. 

Mr. Conetan. Mr. Chairman, in respect to college housing aspect 
of Mr. Miller’s remarks, I would like to have the record show that I 
concur in those remarks and join him in that statement. 

Mr. Rarns. The record will so show and when we get it on the floor 
we hope you gentlemen will help hold our hands when we try to get 
it through. 

Mr. Mitter. We will be happy to do our best, sir. 

Mr. Chairman, many residents of my district attend college in the 
district so ably represented by Mr. Cohelan and I heartily endorse 
the proposals made here. 

Mr. Rains. Thank you, gentlemen. 

(The statement of Mr. Hagen is as follows :) 


STATEMENT OF HON. HARLAN HAGEN, MEMBER OF CONGRESS, 
14TH CALIFORNIA DISTRICT 


Mr. Chairman and committee members, I greatly appreciate the 
opportunity to appear before you in support of legislation which 
would authorize college housing loans for nonprofit cooperative cor- 
porations which have as their principal objective the furnishing of 
housing for students. 

While I am vitally interested in all aspects of the very necessary and 
worthwhile. omnibus housing bill which you have under considera- 
tion, my remarks today will be directed to the college housing 
provision. 

I was gratified to learn, Mr. Chairman, that your bill (H.R. 2357) 
contains section 502 which grants authority for such loans to college 
cooperatives. This provision also was contained in the omnibus bill 
which was reported by this subcommittee last year but which was not 
enacted before Congress adjourned. I might also state that I have 
introduced legislation on the same subject. 

During a period of expanding college enrollment, the need for 
enlarged facilities for our college population becomes increasingly 
apparent. This need will continue to grow as a larger percentage of 
our population seeks a college education. Enactment of this provi- 
sion to make available low interest FHA funds for cooperative hous- 
ing will greatly expedite the necessary expansion programs. 

he provision under consideration provides for repayment of the 
loan at the interest rate arrived at by formula. At the present time 
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this is 27% percent. It also requires that the college administration 
must cosign the note. yr ; , 

One of the principal beneficiaries would be the University of Cali- 
fornia, which has many branches throughout our State. Officials of 
the university have expressed their wholehearted approval of the 
proposal. ; ; 

I certainly trust that your subcommittee will see fit to report the 
omnibus bill with the college cooperative housing provision intact. 

Mr. Ratns. The next witness is our good friend from South Caro- 
lina, Congressman Bob Hemphill. Come around, Mr. Hemphill. 


STATEMENT OF HON. ROBERT W. HEMPHILL, MEMBER OF 
CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Hempuiw. Thank you, Mr. Chairman. I have handed up to 
the committee a copy of a prepared statement and under the rule, as 
I understand it, you would like to have them 24 hours in advance. I 
apologize for my delay. 

Mr. Rains. That is all right. That doesn’t apply to Members of 
Congress. 

Mr. Hempuiit. I would just like to highlight it, if I may, to save 
time. I appreciate your giving me time before your committee to 
allow me to endorse H.R. 2357, the bill I got from the committee’s 
staff. 

While there may be some parts of the legislation I do not like, I 
do believe it is an excellent piece of legislation and will do much 
for the country, and I am confident that your great committee be- 
lieves housing legislation is necessary. I hope we can enact some 
housing legislation into law at this session of the Congress. 

May I take this opportunity to offer my commendation on the speed 
with which you brought this legislation up for a hearing. I think 
it deserves early treatment by your committee and I hope you can 
quickly prepare your final draft for consideration. 

Last year I supported H.R. 10637, and that legislation should have 
been passed. You recall that many of us worked hard to pass it. 
We were beaten by five votes but after the vote was taken many who 
had voted against getting a good housing law, such as H.R. 10637 
represented to the people of this country, regretted that they had so 
voted. 

Being no expert on housing I would not pretend to tell you how to 
draft your bill. I have faith in the ability of your committee to pre- 
pare and present good legislation and I shall follow with interest 
your hearings and await your report and your bill. 

I have endorsed the parts of your legislation which I felt best. I 
have not criticism of it. I feel this committee is doing the right job 
in taking the leadership. I congratulate this committee in taking 
the leadership and I intend to back you up when the matter comes up 
for debate. I will file the rest of my statement. 

Mr. Ratns. We appreciate your statement. 

Mr. Hemphill, the truth is the bill that will finally emerge from 
this committee in my judgment will be very close to the bill of last year 
which I sincerely believe was the best housing bill which has ever 
been presented to the Congress in my years of being here. 
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As you know, there are certain things in that bill that I won’t 
agree with, you won’t agree with and Mrs. Sullivan won’t agree with, 
the overall bill, but there may be certain items we would have in a 
different way, but the general overall bill in my judgment will be an 
exceedingly fine one. We appreciate you and our good colleagues 
helping us put it over this time. 

Mr. Hempniti. Thank you, Mr. Chairman. I felt your bill last 
year was near perfect for the American people. I see included in 
the bill this year certain features which I heartily endorse, such as 
the nursing-home feature which is humanitarian, and I think it is 
wonderful that it comes from your committee and it comes from the 
Democratic Party which is humanitarian and not only that, but for 
elderly people and for others. I have been a little bit personal in 
my statement, but after all I rented for 10 years and I paid a lot of 
rent as a boy who got out of the service a little bit broke and just 
couldn’t build a home, and you sort of know a little better, Mr. Chair- 
man, when you have had the personal experience. I will tell you I 
am behind you a hundred percent. 

Mr. Rarns. We appreciate your good statement, and your fine 
leadership. Thank you, Mr. Hemphill. 

(The complete statement is as follows :) 


SraTEMENT or Hon. Roverr W. Hemeuiwwy, Firru Disrricr or Souru 
CaroLina, BerorE BANKING AND CuRRENCY ComMiITreE, Hovsr oF 
REPRESENTATIVES, Monpay, Fepruary 2, 1959, on H.R, 2357 


Mr. Chairman, and members of the committee, I appreciate your 
giving me time before your committee to allow me to endorse H.R. 
2357. While there may be some parts of the legislation I do not like, 
I do believe it is an excellent piece of legislation and will do much for 
the country, and I am saniak that your great committee believes 
housing legislation is necessary. I hope we can enact some housing 
legislation into law at this session of the Congress. 

ee I take this opportunity to offer my commendation on the 
speed with which you brought this legislation up for a hearing. I 
think it deserves early treatment by your committee and I hope you 
can quickly prepare your final draft for consideration. 

Last year I supported H.R. 10637, and that legislation should have 
been passed. You recall that many of us worked hard to pass it. 
We were beaten by five votes but after the vote was taken many who 
had voted against getting a good housing law, such as H.R. 10637 
represented to the people of this country, regretted that they had so 
voted. 

Being no expert on housing I would not pretend to tell you how to 
draft your bill. I have faith in the ability of your committee to pre- 
pare and present good legislation and I shall follow with interest your 
hearings and await your report and your bill. 

I believe your considered action in raising the maximum amount for 
housing insurance from $20,000 to $25,000, and $25,000 to $30,000, 
respectively, is keeping up with the times. We have a little bungalow 
we built in 1951 when everybody was telling us that housing costs 
were going down and if we were to try to replace that dwelling today, 
it would probably cost 20 to 30 percent more. The average young 
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couple now wants a home and wants a home adequate to take care of 
their present and future needs. The limitations which you seek to 
raise will give them that opportunity, and so you are serving, again, 
the young people and young couples of this Nation. 

Since we had to rent almost 10 years because I could not finance 
a house, I think I can express the desire of young people to have their 
own homes because of personal experience. The home is the founda- 
tion of family life and around it revolves the family puTpore and the 
family activity. A good comfortable home gives a feeling of security, 
a feeling of security to the children who are reared in it. It repre- 
sents a great sense of purpose to those who own it and are paying for 
it, for here friends, neighbors, and relatives gather from time to time, 
year after year, for events of happiness as well as sorrow. I believe 
America will always stand first among the nations as long as it has a 
good homeownership program, and as long as we encourage the own- 
ership of homes. People who own their own homes will not long sub- 
mit to slavery or dictation. 

Your legislation has other features that I like. Rental housing 
insurance assures financing to those who would provide housing for 
the many people who like to live in apartments and other places where 
the rent takes care of many items and provides comfort without the 
necessity of concern about taxes, upkeep, and the like. There are 
some who have to rent either because of location near their work, 
transportation conveniences, or have other reasons. Certainly they 
should be considered. So your bill again seeks to help another seg- 
ment of American people—those who are renting. 

There are many people in my section of the State who are anxious 
for the enactment of your housing bill. They are particularly anxious 
that you raise the limitation set forth in section 217 of the National 
Housing Act and while the bill I have before me does not indicate 
the amount to insert and I refer to section 107, H.R. 2357, I hope you 
will raise it a substantial amount. If we reflect on Federal Housing 
Authority activity, we find that in the overall picture the Government 
of the United States has not lost any money on Federal housing. We 
are glad also that you have raised the limitation for mortgage in- 
surance under the Federal housing portion of the FHA $25,000 and 
$30,000 for the same reasons we have given before. 

I am delighted that you have recognized the necessity of making 
some amendment to section 222, the National Housing Act, with ref- 
erence to servicemen’s housing mortgage insurance. During the last 
session of the Congress we passed legislation raising the pay scale of 
the military, and the cry at that time was that we were losing many 
people after training them in technical skills, and that the raising 
of the pay would retain them as necessary technicans in our modern 
military machine. We all know, however, that unless a serviceman is 
happily housed, he is in danger of becoming dissatisfied with his posi- 
tion in the service. The recognition of this is implied in your legis- 
lation and I know you have been giving it much study. The insurance 
section which you seek to use to provide for mortgage insurance for 
insuring housing has been long overdue. 

There are thousands of people in every State who have given many 
years of noble toil and faithful duty as hard-working citizens. Be- 
cause In previous decades we have not made provision for retirement 
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such as are in effect today, or loom on the legislative horizon, many 
of these people are in need of care which they cannot afford. They 
feel embarrassed and humiliated to call upon some child, relative, or 
friend. There is no stigma attached to nursing homes. Those I have 
been privileged to visit are wonderful, humanitarian institutions, giv - 
ing the old, the tired, and the sick a place of comfort and security, 
adequate supervision and nursing, companionship, planned pleasure, 
in rooms arranged for congregation or performance. In your pro- 
vision for housing for elderly persons, you recognized that we are 
getting more and more elderly persons in this country, due to good 
medicine, and good health conditions. Most of us where I come from 
have been told to respect the elder generation, persons who are elderly 
and who are in the twilight of useful life. Certainly these people 
want more than just a roof over their heads. I notice that you pro- 
vide for new housing for one or more elderly persons and you also 
provide for repairs of existing structures. There are lots of us who 
hope to sit on a porch and rock aw ay many happy years and certainly 
in considering housing legislation for the country as a whole such 
ambitions and such purposes should be considered. 

In raising the insurance on accounts and savings and loan associa- 
tions to $20,000 your proposed bill recommends a change which should 
have been made some time ago. There is a need for such. 

In considering more rental housing projects, | hope your com- 
mittee will be very careful. In my town, and I know it is no exe ep- 
tion, some years ago an ambitious ‘builder or contractor took the best 
cottonfield ‘within the city limits and put a low rental housing de- 
velopment on it. Today that housing area is a scar on the face of the 
earth, depreciated almost beyond belief, half oecupied, and useless. 
Such’ was made possible by practices which I know this committee 
will be careful to guard against. We must guard against such if we 
are to do justice to the American people w hose money is being loaned. 

I have not begun to cover all the phases of the legislation. I hope 
I have covered enough to indicate my apprec iation of the scope of 
your intentions. You have included legislation to help the veteran, 
the farmer, the city dweller, the young and the old, and the sick and 
the indigent. Truly this is an all- American attempt on the part of 
your committee to do a good job for Americ 

I point out to those who oppose this Hogidlation that, on other oc- 

‘asions, the Government of these United States has stepped in to help 
the homeowner. We have the home loan banks and we have the Home 
Owners Loan Corporation. We have had the Federal Housing Au- 
thority. We have had home institutions built under the Farm ‘Secu- 
rity Administration. I have mentioned the GI bill of rights above, 
and we all know that the Veterans’ Administration has long recog- 
nized this role in helping the veteran to get a home. Millions of 
people who today enjoy homeownership would never have done so 
had it not been for Federal housing. Your great Committee on Bank- 
ing and Currency should be hailed and commended for its many pro- 
visions through the years. 

Finally, being a realist, I realize that we face a threat of a veto. 
Since the administration has provided no leadership and your com- 
mittee feels it necessary to do so, might I only ask that you bring 
out a bill in which the needs are not exaggerated and the sums pro- 
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vided are not of such amount as to provide any staggering blow to 
our economy. I feel sure that you will, but I feel it my duty to tell 
you that we all want a housing bill, a good one, but as conservative as 
conditions and necessity will allow. 

Mr. Rarns. Our next witness is our former colleague on the Banking 
and Currency Committee, the gentleman from Kansas, Mr. J. Floyd 
Breeding. We were very sorry to see him leave us. Come around, 
Mr. Breeding. 


STATEMENT OF HON. J. FLOYD BREEDING, MEMBER OF CONGRESS 
FROM THE STATE OF KANSAS 


Mr. Ratns. How are you doing on your committee ? 

Mr. Breepinc. We have gotten started, but that is all. 

Mr. Rains. We are glad to have you back with us. You may 
proceed. 

Mr. Breeptne. I am glad to be back. I have a weak spot in my 
heart for this committee. I certainly enjoyed my 2 years that I did 
serve with you. I want to compliment all of you for your fine work. 
I am here in behalf of the proprietary nursing homes. I have a pre- 
pared statement. 

I testified here a year ago similar to my testimony here today. Also 
in behalf of my bill, which I have introduced this year, H.R. 3453, 
which I think varies a little from section 229 of your principal bill, 
H.R. 2357. My sole purpose is this: I think that we need some guar- 
anteed loan plan for interested people to build proprietary nursing 
homes for elderly people. 

As I remember about 2 or 3 years ago, the SBA did extend their 
loans and presently they do make loans up to 10 years for nursing 
homes, but it is very nearly impossible for a nursing home to pay off 
in 10 years. It is practically gory Cowmsrey too, for a nursing home to 
borrow money to build nursing homes from private funds. So my 
interest is for guaranteed loans for proprietary nursing homes. I 
believe it has been shown in the past that such homes can be built for 
less than half the cost per bed than the same kind of care under the 
Hill-Burton Act. I do have this prepared statement which states 
principally my objective. Rather than take further of your time to 
read this statement, I would like to offer it as part of the hearings. 

Mr. Rains. The full statement may be included in the record. 

(The statement is as follows:) 


STATEMENT OF THE Honoras.e J). Froyp Breepine, MEMBER OF Con- 
Gress, Frera Districr, Kansas, Re Feperat Houstne GuARANTEED 
Construction Loans To Nursing Homes anp Homes ror THE AGED 


Mr. Chairman, I am speaking today on behalf of legislation I intro- 
duced in the Congress (H.R. 3453) having to do with Federal Hous- 
ing guaranteed construction loans to nursing homes and homes for 
the aged. This is a very important subject at this time. Due to the 
many improvements, advancements, and achievements in medical sci- 
ence and pharmaceutical professions, there are now five times as many 
people 65 years of age and over as there were in 1900. Nursing homes, 
using the overall view, fill a definite set of needs—economic, social, 
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medical, and religious. The main problem, of course, is to provide 
adequate care for the aged and infirm who either are not or cannot 
be cared for in their own establishments. This need might stem from 
various factors—the aged individuals involved might not wish to care 
for themselves, they might require nursing care of a sort that will not 
allow them to care for themselves. Personality difficulties peculiar 
to age might make habitation with members of their families difficult, 
if not impossible, and, of course, space might not be available in the 
home—because of modern-day compact living—to care for an aged 
person. 

Whatever the reason, there are many environmental and social pres- 
sures in our society today to add to the sheer medical needs of the 
patient—the outcome has been the evolution of the specialized insti- 
tution known as the nursing home. Today, 71 percent of the avail- 
able beds for care of the aged and chronically il] are found in pro- 
a facilities as compared with 15 percent in the publicly owned 

acilities and 14 percent in the nonprofit facilities. Despite this great 
predominance of care for the aged in proprietary nursing homes, Fed- 
eral support and financing of these homes has been directed almost 
entirely to the nonprofit, and tax-supported institution. 

The only exception of this occurred approximately 2 years ago or 
more when the Small Business Administration broadened its program 
to include 10-year loans to proprietary nursing and convalescent 
homes. Using my areas as an example—because of the high operating 
costs of a home of this type and the low margin of profit, it would be 
impossible to pay back a sizable loan in 10 years. What these people 
need is a long-term loan, with an interest rate that would enable them 
to equip and run their establishment, including maximum benefits for 
all concerned, without sacrificing any of the benefits in any way. 

As of December 13, 1958, the SBA had apnenanaey 92 projects cover- 
ing sanatoriums, convalescent and nursing homes. SBA participation 
amounted to $4,908,436. Construction was carried on under the re- 
quirements set forth under the Hill-Burton program. 

As of December 13, 1958, under Hill-Burton funds there have been 
constructed 152 projects comprising 7,303 beds at a cost of approxi- 
mately $83 million, showing a bed construction cost in excess of 
$11,000 per bed. 

In the case of proprietary facilities built within the last year con- 
structed to meet the State and municipal building and safety code 
anes in the State of Tennessee, the cost was $3,000 per bed; 
in Kentucky, $3,500 per bed; in Maryland, adjacent to the District, 
$3,000 per bed. This ratio of cost per bed varies to no great degree 
throughout the country where these facilities have been constructed. 

The Hill-Burton grant program meets a need. The proposed Hill- 
Burton loan program for renovation would meet a need. However, 


the predominant number of nursing homes are proprietary and are 
not eligible for this type of financial assistance. I feel that a loan pro- 
gram on a sound, practical, businesslike basis will allow nursing homes 
to provide a larger number of equally acceptable beds for the same 
amount of money than do Hill-Burton grants, because the loan funds 
I am requesting will be returned with interest and can be used over 
und over by other facilities in areas where the need exists. 
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The chairman of the American Medical Association’s committee on 
aging, stated in a recent publication : 

It is common knowledge that many general hospitals are not caring for pa- 
tients who would be better off in the less expensive structure. A committee under 
the chairmanship of Dr. Howard Rusk several months ago surveyed the city hos- 
pitals of New York City and found that 20 percent of their patients should be in 
such an institution, where they could be cared for at a rate of $6 or $7 per day 
as compared with the average rate of $21 in New York City hospitals. Not 
only is the cost less, but they are not surrounded with sick people, but live in 
an atmosphere in which they are stimulated to become self-sufficient. 

Mr. Chairman, I am sure that this measure has had bipartisan sup- 
port. I think this program ought to be examined very closely and I 
have no doubt that what is true in one area must be true in other areas 
of the United States. 

If you will pardon a personal example, my own mother spent her 
last years in a nursing home because she preferred to be with people 
approximately her own age, and because her health fared better where 
it could receive the attention given in a home of this type. 

I believe we can use an even closer personal example when we con- 
sider that any of us, given the opportunity to live to a very old age, 
might require a home of this type. I certainly feel that something 
should be done to cause the years added to our lives by medical science 
to be as free from care and worry as possible. 

I feel that my bill includes benefits which are directly applicable to 
my area and other areas and I certainly hope it will be enacted into 
law. 

Mr. Rains. I was a doubting Thomas last year to the matter of the 
consideration of nursing homes as part of the housing bill, but I was 
thoroughly convinced by you and the others who appeared on the 
subject. 

I was proud of the section last year, and I am sure it will be good 
this year. We will take a good look at your bill. 

Mr. Breepine. I further have some information in my oflice which 
I didn’t bring over with me in regard to FHA and ENMA which 
is included in this housing bill. I would like to have the permission 
to send it over and have it included in the hearings. 

Mr. Ratns. You may do that. We will be glad to have it in the 
record. 

Mr. Breepine. Thank you a lot. 

(The information referred to above is as follows :) 

CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 
Washington, D. C., February 2, 1959. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, 


House Committee on Banking and Currency, 
House Office Building, Washington, D.C. 


DEAR Mr. RAINS: I am enclosing herewith a copy of a letter I received from 
M. L. B. Hancock, president of L. B. Hancock, Inc., of Dodge City, Kans., re- 
iating to financial matters in the housing legislation. 

I have known Mr. Hancock for a number of years and knowing his ability 
in handling financial problems in regard to housing, I certainly recommend him 
very highly and urge you give his remarks serious consideration. 

I — appreciate your inserting this material in the hearings on the hous- 
ng bill. 
Sincerely yours, 
J. FLoyp BREEDING, 
Member of Congress. 
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LETTER RECEIVED FrRoM L. B. HANCOCK, PRESIDENT, L. B. HANcocK, INCc., Dopcr 
City, KANs., DATED JANUARY 23, 1959 


I think the most important thing at the moment is to increase the FHA 
authorization and get it divorced from the omnibus housing bill. In fact, I 
think it would be far better—as I believe has been suggested—that the limit of 
this authorization be eliminated entirely. This is not the first time that the 
lack of authorization has interfered with housing, and I can see no way to 
eliminate that difficulty without removing the authorization and having it tied 
to a House bill en: h year. 

I think next important is the flexible interest rate. There just isn’t any 
question but what this is the thing that has been causing the heavy discounts. As 
I have mentioned to you before, I have never found any way to justify controlling 
only one part of the economy while all other parts go free. Even the admin- 
istration has practically admitted that this is the main cause of the fluctuations 
in the Government-backed loans. 

At the Mortgage Bankers Association convention in Chicago last fall, Dr. 
Raymond J. Saulnier, Chairman of the President’s Council of Economic Advisers, 
made the point very clear that he agreed with this position. He summed up as 
follows: “These standards, which I put forward entirely on a personal basis, 
seem reasonable ones to be followed in our Federal home financing laws. 
Flexibility is the key to them all—fiexible interest rates, flexible prices on 
Federal purchases of mortgages, and flexible prices in the private mortgage 
market. I trust that as we see the consequences of departing from these basic 
standards the need for following them will become more widely accepted, and 
departures from them will be increasingly rare.” 

Another national authority recently put it as follows: ‘‘The most reasonable 
and salutary action which the Congress can take would be to remove the restric- 
tions on FHA and VA interest rates and permit the free interplay of market 
forces to set a price on Federal mortgage insurance and guarantee.” Other 
administration men also expressed definitely the same view. 

Another point I have in mind in connection with the interest rate is that the 
FHA mortgage insurance should be reduced to one-fourth of 1 percent and in 
that way, the reduction could be added to the interest rate which would make 
the investment much more attractive. The average life of an FHA insurance 
loan is about 10 years. Take, for example, an FHA 514-percent loan on a 25- 
year period bought at 98 yields 5.45 percent and if paid off in 12 years 5.51 
percent. A 514-percent loan on the same basis yields 5.71 percent and 5.76 
percent. I believe my stand is as well substantiated as any could be by the 
large surplus which has been built up by FHA over such a long period of time. 
In other words, it is proven that FHA does not need one-half of 1 percent to be 
safe, and my feeling is that the outlook for the future is many times better than 
it was when FHA first began operating. You and I have discussed the record 
of FHA operations, and there is no question but what the record speaks for 
itself. 

I have now received from the Mortgage Bankers Association a statement of 
policy on legislation affecting real-estate financing, and I am advised that each 
and every Member of the Congress was furnished with a copy of this statement. 
I hope you have had time—or will have time—to read this closely, and I call 
your special attention to page 3 dealing with the purpose of FHA as originally 
intended. I agree with the recommendations of MBA except for No. 20 on page 
9. I am sure it was the real intent of Congress that areas of this nature be 
benefited by FNMA. While it is true that much benefit has been realized, yet 
the heavy discounts imposed and the stock requirements work quite a hardship 
on any company operating in this type of area. For example, we have approxi- 
mately one-third of our capital invested in FNMA stock, and the only dividend 
that has been paid to date is 17 cents per month per share. I agree, however, 
that some stopgap should be used to keep the big concerns—particularly in areas 
where it is not necessary that they use such instrumentality—from abusing the 
use of it, but I can’t agree that it should be at a heavy discount. Perhaps it 
should be operated somewhat along the line of FHA’s certified agency program 
which has now been released in the entire United States to communities of 
20,000 or less as shown by the 1950 census, except within 50 miles of the State 
director’s office. 

We certainly wouldn't use FNMA if we had other outlets, but simply because 
of the small volume, we haven’t been able to interest the outside investors. 














wi! 
ra 


fa 
pr 
oV 
do 


in 


th 
th 


is] 
en 
bu 


fit 
Sik 
ho 


is 


Ww 
Ww 
m 
( 
la 


o1 


be 
th 


al 


ce 
h: 
m 
au 


b 








in 
rd 
or 


of 
ch 
it. 
ill 
ly 
Ze 
be 


ip 
i- 














HOUSING ACT OF 1959 589 


About the middle of last year we had close to a million dollars’ worth of loans 
almost ready for delivery and thought surely we were going to get them sold, 
when all at once the Federal Reserve bank reversed its stand on the rediscount 
rate, and all of our efforts went straight out the window. Since then we have 
been afraid to assemble any volume, because the market has continued to go 
down. 

It has been hurt since the last issue of Government bonds this month. The 
fact that the administration set the rate and the yield on the last two issues is 
proof that either it was felt they had to be high enough to attract the investors 
over other investments or that the error of not offering them on bids as was 
done last year successfully, was made. I am not a money-market expert, but I 
personally feel that if they had offered these issues for bids, a lower rate of 
interest could have been charged. 

Of much importance in 8S. 57, introduced by Senator Sparkman, is to eliminate 
the public-housing provisions. There are already a large number of units au- 
thorized which have never been built, and this is one place where I think the 
Government should reduce its activity to the very minimum. If the proper leg- 
islation controlling interest rates and FHA authorization is enacted, private 
enterprise will certainly take care of the need. I have not seen the full bill, 
but I do know that it provides for public housing which is absolutely unnecessary. 

The standby commitments which FNMA is authorized to make are of no bene- 
fit, as the discount has always been so heavy that we haven’t even given con- 
sideration to them in this area, and I just don’t see how anybody could build 
houses under that type of commitment. 

There has always been—and there still is—a great need for housing for the 
people in the middle-price bracket, and I think the provision in Congressman 
Rain’s bill, H.R. 2857, extending section 203(i) and raising the limit to $9,000, 
is very good; also, that his provision for loans up to $18,000 be eligible to sale to 
FNMA is good, as well as increasing the FHA maximum. 

Mr. Rains. The last Congressman to appear with us this afternoon 
is our friend John Baldwin from California. Come around, Mr. 
Baldwin. Weare very glad to have you. 


STATEMENT OF HON. JOHN F. BALDWIN, JR., MEMBER OF 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Batpwin. Thank you, Mr. Chairman. 

Mr. Chairman, I am here to testify briefly in behalf of section 502, 
which deals with cooperative college housing and another section 
which I will mention in a moment. I would like to join in the com- 
ments that were made by Congressman Miller and Congressman 
Cohelan relative to section 502. As the chairman knows, I appeared 
last year in favor of this section. 

Mr. Rains. That is correct. 

Mr. Batpwin. It was my privilege to be a student at the University 
of California during the years 1931 to 1935, when cooperative housing 
began at that college, and made it possible for many students to get 
through college in the middle of the depression that wouldn't have 
ever gotten through, and I feel very friendly toward this section and 
Tam glad it isin the bill. 

Mr. Rains. I understand that the student cooperative out there has 
almost a million dollars, it has been quite a success. Is that correct 

Mr. Batpwin. It has been a very successful student cooperative. I 
do not have figures as to the exact total monetary value of it, but it 
has been growing steadily in the number of individual housing accom- 
modations it provides for students and in the reception that it has 
among the students. 

The second section, Mr. Chairman, that I would like to support just 
briefly is section 607. This section deals with low-rent public housing 
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authorities and it is a section that makes it possible for low-rent public 
housing authorities to pay for sewer charges or other similar charges 
that may be made by local municipalities. 

I have a letter here from the city manager of the city of Richmond 
to show the type of problems that have developed because this up 
to now has not been clarified. 

In the city of Richmond there are three low-rent housing projects. 
They passed an $8 million sewage disposal bond issue in the city of 
Richmond in 1956. At the time they passed it, the city understood 
that all of the low-rent housing projects would be able to pay sewer 
charges like every other citizen that was going to use the facilities. 
They found out, however, that two of the three low-rent public hous- 
ing projects could pay it because they had one type of cooperative 
agreement, but the third one couldn’t pay it because it had a different 
type of cooperative agreement. 

Certainly that is a most inequitable situation. They are all re- 
ceiving the services and it is not fair to the city. I don’t think it is 
just and your section 607 would make it clear that despite any coopera- 
tive agreement the low-rent housing projects could pay such local 
services which I think is entirely right and proper. 

Mr. Rarns. I agree with you, Mr. Baldwin. I don’t think it should 
ever have been included in any of those agreements signed by the PHA 
and the local housing authority. Now because it has been done, maybe 
it was overlooked way back there, I don’t think there should be any 
objection to seeing that they bear their share of it. There was some 
objection on the part of the PHA, saying it would run into a lot of 
money, but at the same time it is not fair to put that on the local cities 
in my judgment. 

Mr. Batpwin. I share your views. I want to thank you, Mr. Chair- 
man, for the opportunity of Free 

Mr. Rarns. We are very glad to have you. You have made a good 
witness. 

I have now a statement to go into the record from Mr. Winslow 
Carlton, president of the Foundation for Cooperative Housing. 

(The statement is as follows :) 


STATEMENT OF WINSLOW CARLTON, PRESIDENT OF THE FOUNDATION FOR COOPERA- 
TIVE HousING, BEFORE THE HousE BANKING AND CURRENCY COMMITTEE— 
Hovusineé Act oF 1959 


Mr. Chairman and members of the committee, I want to thank you for the 
opportunity to appear before you. I speak on behalf of the Foundation for 
Cooperative Housing, which is a nonprofit organization. 


A. GENERAL BENEFITS OF CONSUMER COOPERATIVE HOUSING 


1. The consumer cooperative housing program makes it possible for people to 
become homeowners of apartments or dwellings in housing developments where 
individual ownership is not feasible. 

2. Through a cooperative, the members are able to obtain housing of good 
quality which is designed to meet the needs of consumers. Since a cooperative 
operates without profit, it can provide housing at lower monthly costs to the 
members. 

3. To join a housing cooperative, people must make a downpayment, This 
gives them a financial stake in the enterprise. As owners with a financial stake, 
they take better care of property; also, they continue in permanent residence, 
without the usual turnover and vacancy and collection losses of rental projects. 

4. Cooperatives afford an opportunity to members for self-help and self- 
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maintenance, particularly on the interiors of their dwellings and nonmechanical 
repairs. 

5. Cooperatives have attractive financing under FHA, with a 40-year amortiza- 
tion period and 4% percent interest, plus the one-half of 1 percent FHA insurance 
annually. 

6. As a result of these savings, the monthly charges in housing cooperatives 
are 20 to 25 percent below rents for comparable housing. This means that 
cooperative housing can serve families of moderate income. 

7. Residents are cooperative homeowners instead of tenants, with all of the 
psychological and spiritual benefits that result. There is a difference in the 
physical appearance of properties which are owned cooperatively. There is also 
a difference in the community activities and relationships among the residents. 
Cooperative efforts in housing invariably result in other cooperative activities. 
Recreational, social, and educational activities are organized for children and 
adults, both outdoors and indoors. People become neighborly and work together 
to promote the welfare of their community. 

8. The cooperative housing program does not involve any cost to the Federal 
Government. In fact, I understand that the program of FHA insurance has 
produced twice as much premium and fees for FHA as the amount spent by 
FHA on the cooperative program. Cooperative mortgages insured by FHA have 
established the best repayment record. 


B. ROLE OF COOPERATIVES IN HOUSING PROGRAM 


Cooperatives can make the following major contributions to a comprehensive 
housing program: 

1. Cooperative housing achieves monthly charges within the reach of families 
of moderate income. Since cooperatives reduce monthly costs by 20 to 25 percent 
below rental housing, these projects can serve an income group which is lower 
than the group served by comparable rental projects. 

2. Urban redevelopment should include cooperative home ownership along 
with rental housing. In renewal areas to be redeveloped on a high-density basis, 
new housing need not be limited to rental housing. It can include cooperatives, 
with owner occupancy of apartments and dwellings. This is desirable as a 
means of enabling homeownership in urban development areas; also as a way 
to achieve lower monthly charges which can serve families of more moderate 
incomes than the rental projects currently being built in such redevelopment 
areas. 

8. By reason of the lower monthly charges in cooperatives, they can more 
effectively help to serve displaced families within the areas from which they 
were displaced. 

4. In addition to new construction, consumer cooperatives should be enabled 
to purchase existing housing, with FHA-insured financing. Such housing can be 
bought at substantially lower prices than new construction. After purchase, the 
monthly charges can be substantially reduced as a result of nonprofit operations 
and other savings resulting from cooperative ownership. The acquisition of 
existing housing by cooperatives enables residents to become homeowners 
instead of tenants, besides enjoying the benefits of lower housing costs. 

5. This program for cooperative purchase of existing housing should include the 
purchase of properties acquired by the FHA Commissioner as a result of defaults 
on rental housing mortgages. Where a consumer cooperative desires to purchase 
such a project, it should be afforded a preference to buy at a price fixed by the 
Commissioner as fair market value. There have been many successful conver- 
sions of housing projects to cooperative ownership. The consumer cooperatives 
have improved the physical properties, stabilized occupancy, reduced monthly 
charges, and transformed the spirit and character of whole neighborhoods. 


C., PROPOSED AMENDMENTS ON COOPERATIVE HOUSING 


This committee is to be congratulated for its leadership in the adoption of 
cooperative housing legislation. We support the proposed authorizations and 
amendments on cooperative housing in the Rains bill, H.R. 2357. These will 
continue the progress which is being made in the cooperative housing program. 

Some further amendments are necessary to strengthen the program. Mr. 
Wallace J. Campbell of the Cooperative League of the United States has pre- 
Sented these amendments. Our organization endorses and supports all of the 
amendments presented by Mr. Campbell. 
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Without going into the details of the various amendments contained in the 
Rains bill, and the additional amendments proposed by Mr. Campbell and sup- 
ported by us, I wish to summarize briefly the major purposes of these amend- 
ments: 

1. Provide equal and nondiscriminatory treatment of cooperatives as compared 
with housing for sale or rental. This includes assurances that the mortgage 
ratios and dollar amounts on cooperative housing shall be at least as favorable 
as those available to other programs. 

2. Authorize commercial facilities, along with community facilities, in coopera- 
tive projects to the extent that they are found necessary by FHA in order to serve 
a housing conmnunity which is to continue under cooperative ownership. 

3. Authorize FHA insurance of cooperative mortgages on the purchase of exist- 
ing housing, just as such insurance is now available when an individual purchases 
an existing house. 

4. Permit cooperative projects to have the benefit of the same terms as rental 
houising projects built in urban redevelopment areas. This includes both the 
regulations of FHA and those of the Federal National Mortgage Association. 
It should be equally attractive to a builder to undertake a cooperative project 
in a redevelopment area as it is to build a rental project, insofar as concerns 
the amount of allowable profit on construction and the availability of FNMA 
funds to purchase the mortgage. 

5. Provide additional funds to FNMA under its special assistance functions 
for the purchase of mortgages of consumer cooperatives. When a consumer 
cooperative, or an investor building for them, spends the time and money in 
initiating a project, they must have the assurance that mortgage financing will 
be available at the time that the project will be ready for construction. FNMA 
can now provide an advance commitment to finance such projects. Under the 
Rains bill, FNMA can purchase these mortgages of a cooperative at par. How- 
ever, additional funds are needed; otherwise this consumer cooperative program 
will be stopped. We strongly recommend that, instead of a 2-year program of 
$75 million per year, there should be a 5-year authorization to FNMA in the 
amount of $100 million per year. This will make it possible for cooperatives to 
plan in advance, over a period of time, so that we may have an orderly and 
continuing program of cooperative housing to serve families of moderate incomes. 

We strongly urge that all of the cooperative amendments be adopted, so that 
the cooperative housing program can continue to make its vital contribution of 
providing housing for families of moderate income. 


STATEMENT OF HON. CHARLES 0. PORTER, REPRESENTATIVE, 
FOURTH CONGRESSIONAL DISTRICT OF OREGON 


Mr. Porter. Mr. Chairman, it is a privilege to appear before you 
and the members of the Subcommittee on Housing of the House Com- 
mittee on Banking and Currency to testify on behalf of new and 
needed housing legislation. 

A healthy housing industry means a healthy economy for Oregon’s 
Fourth Congressional District where lumber and timber markets 
provide the major source of income for nearly half a million persons. 
When the housing market sags, the adverse reaction is felt’ immedi- 
ately by the wage earner of my district. 

A similar condition exists in other sectors of the Nation. 

To prevent a recurrence of the drastic economic setbacks suffered 
in Oregon in recent years, I have introduced legislation in this Con- 
gress to amend the National Housing Act in several ways. 

It would: 

(1) Eliminate the downpayment requirement on FHA insured loans 
below a valuation of $15,000, with a 10 percent downpayment required 
on that portion of the valuation in excess of $15,000. Presently the 
required downpayment is 3 percent of the first $13,500 and it increases 
gradually above that amount. 
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(2) Increase the permitted loan term from 30 to 40 years. This 
would reduce monthly payments considerably. 

(3) Increase the maximum FHA mortgage on one- and two-family 
homes from the present $20,000 ceiling to $25,000. This provision is 
designed to help broaden the FHA market. 

(4) Reduce the FHA insurance premium to one-eight of 1 percent. 

(5) Include the trade-in provision of both the administration and 
congressional bills considered last year. This is designed to facilitate 
trade-in financing and the FHA program and eliminate certain duphi- 
cate closing costs. 

I have proposed that section 305(g) of the National Housing Act 
be amended by striking out “shall not exceed $1,000,000,000 outstand- 
ing at any one time” and inserting in lieu thereof “shall not exceed 
$2,000,000,000 outstanding at any one time.” 

I believe this sort of bolstering legislation is necessary to keep the 
homebuilding market active under existing law. 

The public reaction to my bill has been heartening. A Kansas City, 
Kans., realtor wrote in support of the provision which would “enable 
home buyers to purchase a home with nothing down on FHA and up 
to 40 years to repay.” 

A man in Mackville, Ky., strongly approves the provision eliminat- 
ing a downpayment on homes under $15,000. He said, “This will help 
many a poor person buy a home, who would otherwise have to live in 
the slums. It will also give the builders more business, so that they 
can hire some of the unemployed people. It will also help the economy 
of the country.” He also suggests that a man be allowed to borrow 
three times the amount of his salary and his wife allowed at least 
the amount equal to her yearly salary or 1% times her yearly salary. 

He notes that $1,000 maximum on the earnings of a wife is a real 
detriment since a number of women earn more than their husbands 
in his particular area. The gentleman takes FHA home loan applica- 
tions se a mortgage company in Lexington, Ky. 

I want at this time to commend this subcommitteee for the far- 
sighted outlook on housing needs expressed in H.R. 2357. Rather 
than comment generally on the legislation, I want to speak specifically 
on a few areas incorporated in H.R. 2357, 

(1) Mortgage insurance for nursing homes under section 114: I 
believe this program would help proprietary nursing home construc- 
tion expand considerably and relieve a current problem in our 
country. 

(2) Title II and housing for elderly persons: This Nation’s senior 
citizens deserve special attention. I believe this sort of proposal will 
make possible better homes for older people in a reasonable time. 

(3) Title V—college housing: I hope the committee will give 
considerable study to section 502, which would make nonprofit co- 
operative corporations eligible for college housing loans “for the sole 
purpose of providing housing for students.” Under the safeguard 
by which the college would take title to the housing if the cooperative 
corporation should be dissolved, I feel Congress would be offering a 
necessary and needed program whereby housing problems on many 
college campuses would be alleviated. 

I believe adequate safeguards are needed to prevent unfair imposi- 
tion of financial penalties against the colleges in the event the co- 
operative venture proves unsuccessful. 
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(4) Title VI—low-rent public housing: I wish to commend the 
committee for taking steps to provide local autonomy in management 
of low-rent public housing units. A cogent and strong critique of 
existing law in this area has been sent to me by the executive director 
of the Douglas County Housing Authority in my district. Because 
it contains observations and suggestions based on long experience, I 
will, if I have your permission, Mr. Chairman, include a copy with 
my testimony. Mr. Charles Dondero also discusses the broad topic 
of housing in general. 

I wish to thank the committee for this opportunity to appear before 
it and discuss the important subject of housing. 

(The statement referred to is as follows :) 


THE HovusiIneG AUTHORITY OF DouGLAs CouNTY, OREG., 
Roseburg, Oreg., January 16, 1959. 
Hon. CHARLES O. PorRTER, 
Member of Congress, 
House Office Building, 
Washington, D.C. 


Deark CHARLES: In accordance with your report from Washington of Novem- 
ber 1958, I am taking this opportunity to express a few ideas that I have rela- 
tive to the introduction of a housing bill in the 1959 Congress. 

It is absolutely necessary that the new housing bill be an omnibus housing 
bill similar to the one introduced in the last session. It must be an omnibus 
bill because we cannot fall into the error of determining the housing needs 
of one segment of our population and at the same time not take into considera- 
tion the housing needs of all our people. Housing for various groups must be 
considered together in order that the interrelationships can be developed so that 
good planning will result. In this manner, you will assure the greatest good 
for the greatest number. 

It is impossible to separate the FHA, cooperative housing, public housing, 
urban renewal, housing for the elderly, etc., since each one is, in a degree, re- 
sponsible for the success of other parts of the total housing program. Their 
interrelationship is a working one, not wishful thinking. 

The passage of an omnibus housing bill will assure that all of our citizens 
will be given equal consideration. In this manner not only will the needs of all 
the groups be taken care of, but it will very definitely improve the housing 
conditions of those at the lowest economic levels of our Nation, and at the same 
time it will provide housing for the middle-income groups and the elderly. It 
will also assist those interested in cooperative housing, college housing, hous- 
ing for the senior citizen, and, last but not least, provide the means whereby 
nursing homes may be built so that all needy can be taken care of. 

An omnibus housing bill should be passed in order to bring about a single 
administrative and technical organization in Washington, with Cabinet status, 
that will control all housing. It is only through a central agency that you can 
avoid adverse consequences such as now exist due to separate administrative 
and technical organizations for each branch of housing as we know it today— 
each going its own merry way and each failing to take into consideration the 
interrelationships that actually exist. 

That all facets of the housing program must be coordinated goes without 
saying. Only through a broad, coordinated program can the United States de- 
velop a housing program that will assure decent, clean, standard housing for 
all its people. 

PUBLIC HOUSING 


If we are to breathe any real strength into this program, it is necessary that 
legislation similar to the 1958 housing omnibus bill, S. 4038, be again introduced. 

The new bill must include provisions that— 

1. Will assure local controls and local responsibility. Years ago when this 
program was an infant, the controls that were adopted were necessary. Today, 
we have a background of experience and knowledge that is second to none. 
This includes a wealth of trained manpower, local and national housing organi- 
zations, and citizen groups, with support from labor, business, and religious 
groups. Public housing has come of age. The restrictive controls must be 
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removed in order that public housing efforts will be able to match the advance 
made by other segments of our economy. 

2. Will permit local authorities to set rents and income limits for their proj- 
ects in accordance with local needs, subject to statutory ceilings. 

3. Will provide for the payment of annual contributions in fixed and definite 
amounts. (In other words, the full amount of the annual contribution would 
be in the form of a capital grant. Net receipts would be applied: one-third to 
local authorities and two-thirds to advance amortization of project capital debt.) 

4. Will provide for postaudit of expenditures by the Public Housing Adminis- 
tration, but exceptions are to be confined to items of extravagance, waste, neg- 
lect, and the like. 

URBAN RENEWAL PROGRAM 


The new omnibus housing bill should give serious consideration to an im- 
provement of the urban renewal program. First of all, the urban renewal pro- 
gram needs an infusion. It needs capital grant authority extending over a 
period of not less than 10 years, with yearly grants of $600 million. 

The urban renewal program, as inaugurated by the Housing Act of 1949, has 
failed to measure up in two important aspects: (1) to the needs of the cities; 
and (2) to the potentialities of the basic legislation. This is a vital activity, but 
it is beset by extraordinary complications, delays and frustrations. The program 
is being wrongly administered in two important respects: First, the Urban Re- 
newal Administration is excessively concerned with conformity of the localities’ 
administrative and technical procedures to a preconceived pattern established in 
Washington; and second, the Administration seems almost completely oblivious 
to the country’s need for clear, physical objectives for the program as a whole. 

The sickness of urban renewal arises in part from the fact that the emphasis 
has been placed on the letter of the legislation rather than its spirit, and admin- 
istrative procedures have grown too complicated. Presently the Urban Renewal 
Administration has spent all of its time on ways and means instead of concerning 
itself with primary project initiation and development. The ways and means 
should be left entirely to the localities to determine. A central agency should 
be established for overall physical and financial objectives. The central agency 
should also perform necessary research upon which the establishment and evolu- 
tion of appropriate objectives must be placed. 

Actually, public housing and urban renewal are suffering from the same 
malady—too much supervision is being exercised in Washington covering details 
which in this day and age should be the sole concern of the local governing 
bodies. 

Confusion always results when excessive Federal controls are applied to a 
program. Meticulous supervision is as deadly as cyanide gas. The Federal 
Housing Agency’s approach should be confined to the long-range effects of its 
program—not picking ‘‘flyspecks” in a local operation. 

The National Housing Conference and the National Association of Housing 
and Redevelopment Officials will very soon make some specific recommendations. 
May I suggest that some liaison be establish between your office and the Wash- 
ington offices of the National Housing Conference, 1025 Connecticut Avenue NW., 
and the National Association of Housing and Redevelopment Officials, 815 17th 
Street NW. These two organizations, I know, will be most happy to assist you 
in your efforts to assure the passage of a comprehensive housing bill in the House 
of Representatives. 

Charles, I know that you have always supported good housing measures in 
the past and that you have been in the forefront of the fight to smash the bottle- 
neck that has hindered the development of cooperative housing. Nevertheless, I 
have written this letter rather to encourage you and perhaps make a few sugges- 
tions that may assist you in furthering the cause of housing on a broad, compre- 
hensive front. 

Sincerely, 
CHARLES A. DoNDERO, Executive Director. 


STATEMENT OF HON. LUDWIG TELLER, REPRESENTATIVE IN 
CONGRESS, STATE OF NEW YORK 


_Mr. Tetier. Mr. Chairman and members of the committee, I appre- 
clate the opportunity you have given me to present my views concern- 
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ing the housing bill that you are now considering and to permit on 
behalf of my constituents consideration of their needs. 

First, let me say that, although I shall ask for some amendments 
and additions, I considered the act approved by this committee last 
year to have been a good one overall; nothing that I am about to say 
should be construed as in any way opposing the basic concepts em- 
bodied in that act and in H.R. 2357 which was introduced by the dis- 
tinguished chairman of your committee. 

On June 4, 1958, I introduced two bills in the 85th Congress, de- 
signed to afford increased assistance to owners and tenants displaced 
by urban renewal projects. On January 7, 1959, when this Congress 
convened, I reintroduced these bills as H.R. 1067 and H.R. 106s. 
H.R. 1068 would authorize reimbursement for indirect as well as direct 
expenses and losses; increase the amount for individuals or families 
to $500; increase the amount for those engaged in a trade or a busi- 
ness to $10,000; direct that as part of the expenses or losses, tenants 
shall be entitled to include the amounts equal to the difference in cost 
for 1 year between the old rental and the new rental to be paid in the 
replacement site; and lastly, authorize payments to those engaged in a 
trade or a business for the reasonable market value of that trade or 
business if a suitable replacement site is not obtained within 1 year 
after being displaced unless a priority of opportunity is offered in the 
project itself. 

I urge the committee to adopt the principles of H.R. 1068 and sub- 
stitute it in lieu of portions of section 405(a), page 48 of H.R. 2357 
by deleting from H.R. 2357 lines 11 through 15 on page 48 and lines 
5 through 8 on page 49. 

As I have indicated, several things would be accomplished by this 
amendment and I would like to analyze them one by one. 

1. Many damages and losses are very real and readily calculable 
even though they are not a direct result of either the project or moving 
because of the project. Existing law, as well as H.R. 2357 (see. 405), 
however, say that reimbursement can be made only for “any actual 
direct losses of property * * * resulting from their displacement.” 
I feel certain that the Administrator of the Housing and Home 
Finance Agency, as well as all others engaged in the administration 
of the urban renewal program, would have no difficulty in exercising 
discretion in determining the amounts which should be allowable for 
indirect. losses that in all equity the project should bear. 

2. The increased ceiling is simple enough: The present ceiling of 
$100 in the case of an individual or a family or $2,500 in the case of 
a business is just not enough to reimburse for moving expenses in 
New York City. I was, of course, glad to see that, under the impetus 
of changes recommended by many, including myself, over a period 
of time, the Housing Act of 1958—which was approved by the ma- 
jority of the House, but fell short of passage—provided for an in- 
crease in the amount reimbursable to individuals or families to $200. 
H.R. 2357 would likewise limit individuals and families to $200 and 
would imerease the reimbursable moving expenses for business to 
$3,500. I submit that this is still not enough. In the city of New 
York we have the fact that costs are higher and, secondly, that even 
a relocation within the city might involve great distance. 
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While we recognize that there will not be many cases involving the 
$10,000 moving cost and that it may well be that the average will not 
exceed $2,500 for business concerns, I urge that provision be made to 
take care of all cases which should be compensated in equity and 
good conscience. 

3. An example of an indirect loss is the increased rental which a 
tenant must pay at a new location. However, even if we eliminate the 
requirement that only direct losses be reimbursable, I think we should 
assure the reimbursement for at least part of this increased cost. 

It has been my observation that in the displacement of persons for 
urban renewal projects it is the tenant who gets hurt the most. The 
tenant usually has no interest in real estate for which he can be paid 
as part of the taking and he must absorb the losses, including the many 
intangible detriments which are associated with a forced relocation. 

Many persons, families, and firms have already moved from the 
Lincoln Square redevelopment area in the 20th New York Congres- 
sional District that. 1 have the honor of representing. The striking 
thing about the most publicized moves—publicized by newspapers—is 
that poor people being displaced from substandard housing, albeit they 
were upgrading themselves and their living quarters, are being re- 
quired to pay increased rentals. One reported case was of a family 
paying $36.80 a month moving to a new apartment where they pay 
$61.95a month. Tothe head of that household the 41 percent increase 
in rental by $25 a month is very burdensome. Another tenant moved 
from one of the $36.80 per month apartments to a house where she has 
to pay $50 per month. I submit that the least we can do for these 
people is to allow them to include within the maximum $500 for mov- 
ing expenses and losses an amount equal to the increase in rental 
for 1 year. 

In the case of the one tenant we would help the family out to the 
extent of $300 and in the case of the other assistance in the amount of 
$168 would be contributed. I submit that this is a small enough con- 
tribution for us to make but that to the displaced person it will be a 
tremendous help of immeasurable significance. 

4. My bill, H.R. 1068, finally proposes that those engaged in a trade 
or business and displaced from the mesos site shall be allowed to 
include in the $10,000 maximum reimbursable for their losses the fair 
and reasonable market value of that trade or business if it is destroyed. 
This is not unreasonable if you stop and ponder the difficulties which 
people, particularly those past middle age, would have in reestablish- 
ing a business in some distant place. 

t is a pleasure to welcome additional advocates of an amendment 
to allow a priority of opportunity for displaced business concerns to 
purchase or lease commercial or industrial facilities provided in con- 
nection with the redevelopment project. As you know, Mr. Chairman, 
I have previously recommended this course of action; but only as a 
partial step in the direction of trying to reimburse those affected for 
their damages. 

As proposed in the bill which I urge you to accept, the market value 
of a trade or business could not be claimed unless the displaced con- 
cern had been unable after reasonable efforts within 1 year to obtain 
a suitable replacement site or if this priority of opportunity at the 
redevelopment. project is allowed. 
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While urging these amendments, I would like again to keep the 
record clear on my position concerning the piecemeal approach to the 
readjustment of our payments by the Federal Government to those 
displaced by its various projects. I urge these amendments to the 
Housing Act only because no action has been taken on a bill I first 
introduced on January 15, 1958, H.R. 9994, 85th Congress and which 
I reintroduced on January 7, 1959 as H.R. 1066 of this 86th Congress 
and referred to the Committee on Public Works, to provide for the 
creation of a commission to study the adequacy of compensation in 
land-acquisition cases generally. 

As a legislator and as an attorney, I feel strongly the need for uni- 
formity and equality; however, as a representative of my district, I 
would be remiss if I did not urge the interim adoption of amendments 
to permit persons displaced by projects affecting them to receive reim- 
bursement for all their losses. It is difficult for small businessmen 
and $50-a-week tenants to await long-range studies. 

Again, Mr. Chairman, and members of the committee, thank you for 
giving me the opportunity to present my views. 


STATEMENT OF HON. JOHN BRADEMAS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF INDIANA 


Mr. Brapemas. Mr. Chairman, I appreciate very much the oppor- 
tunity to < before you and the members of the committee in order 
to present this statement in support of legislation that is of extreme 
importance to the people of my district. 

I refer specifically to H.R. 3452, which I have introduced in the 
House of Representatives. This bill would permit the Housing Ad- 
ministrator to modify the terms of the sale of | multiunit developments 
to cooperative organizations. 

I should like to point out, Mr. Chairman, that the language of H.R. 
3452 was included in the omnibus housing bill passed by the Senate in 
1958 and that it is also, as section 705(a), in S. 57, introduced this 
year by Senator Sparkman. I should like to point out that both 
Senator Sparkman and Senator Capehart have endorsed this proposal. 

In July 1955, the Southmore Mutual Housing Corp. of South Bend, 
Ind., in order to provide low-cost housing for its members, purchased 
from the Government a 350-unit development, known as Southmore 
Heights, for $1,358,900. The group was anxious to find suitable hous- 
ing for its members and agreed to the purchase price although the 

roup was not permitted to negotiate the price, mortgage term, or 
interest rate with the Public Housing Administration. The price the 
members of the group paid was $300,000 higher than the highest bid 
submitted for the project by a group of private bidders. 

The corporation immediately raised its rents by more than $10 per 
unit and although the serious and persistent unemployment in the 
South Bend-Mishawaka area was reducing the number of families in 


the project, the corporation managed for 2 years to meet principal 
and interest payments as they came due. 

As you are aware, Mr. Chairman, the unemployment situation has 
been extremely serious in several areas of my district since 1953. 
Even as late as last fall, 16 percent of the total labor force in the 
South Bend-Mishawaka area were unemployed. Largely because of 
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these conditions, the loss of income to the Southmore Mutual Housing 
Corp. continued and the corporation was eventually unable to meet 
the terms of the mortgage. At the present time, some 320 families 
may be forced to leave this project and to seek other housing. With 
their limited income it is doubtful that these families could find suit- 
able homes and there is, therefore, the danger that they would be forced 
to live in substandard conditions not conducive to their own health or 
that of the community. 

Passage of the legislation I have introduced would, however, per- 
mit these people to keep their present homes. Passage of this legisla- 
tion would, moreover, be in the best interests of the Government. The 
bill would permit such modification of the mortgage contract as would 
reflect realistically the conditions under which the corporation must 
operate and yet would enable the corporation to discharge its debt to 
the Government. 

I hope very much, Mr. Chairman that the members of your com- 
mittee will include the provisions of H.R. 3452 in the housing bill. 

Thank you very much. 

Mr. Rarns. We meet at 10 o’clock tomorrow morning. The com- 
mittee is in recess. 

(Whereupon, at 4:02 p.m., the committee adjourned until 10 a.m., 
Tuesday, February 3, 1959.) 
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TUESDAY, FEBRUARY 3, 1959 


House or REPRESENTATIVES, 
SuscoMMITrEE ON HovusING OF THE 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 


The subcommittee met, pursuant to adjournment, at 10 a.m., Hon. 
Albert Rains (chairman of the subcommittee) presiding. 

Present: Messrs. Rains, Addonizio, Barrett, Mrs. Sullivan, Messrs. 
Ashley, McDonough and Widnall. 

Mr. Ratns. The committee will please be in order. 
| The first witness this morning is Mayor Richardson Dilworth, 

mayor of Philadelphia, representing the American Municipal Asso- 
ciation. 

Come around, Mayor. 

Mayor Ditwortu. Yes, sir. 

Mr. Barretr. Mr. Chairman. 

Mr. Rarns. Mr. Barrett. 

Mr. Barrerr. Mr. Chairman, may I take this opportunity to wel- 
come my mayor and the mayor of Philadelphia, who has proven to be 
one of the greatest mayors in the history of our city government. He 
has done a tremendous job in the rehabilitation of the city of Phila- 
delphia. He is the most popular mayor the city has ever had. It is 
certainly a pleasure to have him here testifying in the interest of the 
American Municipal Association this morning. 

Mr. Ratns. Mayor, I join my colleague in his commendatory re- 
marks and to tell you you are welcome. Pat Healy is going to appear 
next for Mayor Ben West; is that right ? 

Why don’t you come around and sit by the mayor, and then when he 
is through we will shift over to you. 

Mayor Dilworth, you may proceed. 

Mayor Ditworrn. Thank you very much, Mr. Rains. 


STATEMENT OF HON. RICHARDSON DILWORTH, MAYOR OF THE 
CITY OF PHILADELPHIA, PA. 


Mayor Ditwortu. I naturally want to express my appreciation to 
Congressman Barrett. I can certainly reciprocate everything that he 
has said. We have submitted our formal statement and we know it 
will go into the record. 

Mr. Rains. Yes. 
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(The statement is as follows :) 


STATEMENT OF RICHARDSON DiILWortTH, MAYOR OF PHILADELPHIA, ON BEHALF OF 
THE AMERICAN MUNICIPAL ASSOCIATION BEFORE THE SUBCOMMITTEE ON HOUSING 
OF THE HOUSE BANKING AND CURRENCY COMMITTEE FEBRUARY 3, 1959 


Mr. Chairman and members of the committee, my name is Richardson Dilworth 
and I appear here today in a dual capacity—as mayor of Philadelphia and on 
behalf of the American Municipal Association. I therefore am speaking to you 
on behalf of the great bulk of American citizens. The American Municipal Asso- 
ciation joins together State leagues of municipalities taking in 80 to 90 percent 
of our urban population. Most Americans live in cities these days. But, even 
beyond that, all of us are dependent upon cities for the many services and 
amenities which only a city can supply. 

Let me underline that last statement. Bverybody needs the cities and the 
services the cities can give. And this, gentlemen, is truly the subject you are 
considering today. The bill up for discussion is labeled “housing” legislation. 
It provides for this and that type of project. It authorizes aids for this group 
and that. But do these separate pieces add up to a whole which will give re- 
newed life to our cities? This is what you will really be deciding when you make 
your recommendations on this bill. 

For the cities cannot provide the services which all Americans need unless 
they are efficient, functioning units, geared to today’s needs. And this is not 
possible unless the cities’ total problems are dealt with. Not just one type of 
problem, Not just an isolated project here and there. Not something this year, 
and maybe something next year. We must have a total program, a continuing 
program, a program flexible enough to let us strike at the right place at the 
right time. 

Obviously the first consideration in arriving at a total program of this type 
is how much money should the Federal Government put into and over what span 
of years. 

The present administration asserts again this year that the cities and the 
States should take this job over themselves to a greater and greater degree. 
This is, of course, ridiculous. The cities are already putting in all that they 
possibly can. The competition for industry between the States makes it clear 
that no State legislature is going to impose the taxes necessary to support such 
a program. To do so would be to risk the loss of industry to States which have 
refused to levy such taxes. 

Just consider the cities’ tax situation. Thirty-five years ago 75 percent of all 
taxes went directly to the cities and States, and only 25 percent went to the 
Federal Government. Today that situation is exactly reversed. And of the 
25 percent which is the city-State share, the city gets about half—or only 13 
percent of today’s tax dollar. If we were capable of financing this program 
ourselves, or even financing a larger portion of it, I assure you we would not be 
here today. 

Personally, I find it difficult to understand how anyone can doubt the value 
of the investment of Federal funds in urban renewal. It is one of the soundest 
investments the Federal Government can make. Experience has demonstrated 
that for every $1 of public money spent on urban renewal, $10 of private capital 
is invested. I doubt that there is any other public spending which can provide 
so great an incentive and stimulous to our national economy. And it permits 
the cities to grow strong enough to be able to continue to pay the taxes which 
the Congress imposes upon us to support the defense effort. 

The administration’s proposal for $250 million now, and a declining sum in 
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later years, won’t even commence to meet absolutely minimum needs. That 


sum will give each city so little that it would in effect bring the whole re- 
development program to a halt in every large city. Happily H.R. 2357 is some- 
what more realistic than is the administration’s proposal. However, the pres- 
ent status of the cities’ efforts indicate that even this bill’s provisions are not 
adequate to meet the need. 

We estimate that Philadelphia alone needs about $156 million over the next 6 
years to carry out the balanced renewal program already developed. For exam- 
ple, our Independence Mall-Franklin project alone calls for some $17 million of 
Federal money. An application for this project is presently on file with the 
Urban Renewal Administration but cannot be processed until more funds are 
available. And this project area has great historical significance for all the 
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people of this Nation. Or take our University City program, designed to renew 
a great institutional area, where some of our finest universities and hospitals 
are clustered, hemmed in by blight at present. This will take at least $10 million 
of Federal funds. Or consider the conservation program, aimed at saving our 
fine old neighborhoods from the blight that is starting there. For this program 
alone we need $60 million of Federal money over the next 6 years. 

Compare these explicit needs with the amounts proposed and you have a 
picture of what an inadequate approach means in terms of urban renewal. 
Based on past experience, Philadelphia might expect to get about $56 million 
over these 6 years under the administration’s proposal. Under Representative 
Rains’ bill we would get nearly $63 million but this would be available over a 
8-year period. If the same annual amount provided in this bill were available 
over a 6-year period, we might hope to get about $125 million over the longer 
period. 

These figures point up at once that not only is the amount authorized for any 
one year important but also the authorization should extend over a longer 
period of time than has been the case in recent years. Actually, our feeling is 
that the authorization should provide for a 10-year period. This would permit 
each municipality to plan an overall program in which the business community 
could participate to accomplish the city’s real rehabilitation. The short-term 
appropriations that have been made in the past leave too many programs in 
doubt. This prevents sound planning and the effective participation of the busi- 
ness interests in carrying out urban renewal. No program of redevelopment 
can succeed without the support and effective participation of the business 
community. 

If Federal appropriations are either inadequate or of too short a duration, 
we shall pay the penalty of the added costs necessary to redevelop areas which 
might have been saved if we had reached them in time. I think myself—and 
have so testified before the Senate Subcommittee on Housing—that the program 
provided in Senator Clark’s S. 198 comes closest to meeting the need. This bill 
would authorize $600 million a year for 10 years, and Philadelphia, for example, 
could then expect to be allocated about $150 million over the next 6 years. 

Incidentally, we would certainly support, for an expanded program, the Rains 
bill provision permitting advance reservation of funds beyond the amount im- 
mediately available during any one year. Such a provision aims at the same 
objective of permitting a well-planned, continuously moving program. 

Also the share of total cost which the Federal contributions represent should 
certainly not go down as is recommended by the administration, but should, if 
anything, rise. We have consistently urged that the Federal contributions be 
increased to 80 percent. Obviously, this does not mean that the cities intend 
to reduce their contribution to the solution of their own problems. Quite the 
contrary. Rather, such a change would make it possible to speed up the renewal 
process. 

Such an upward revision in the Federal share should also be reflected in the 
so-called alternative formula, which permits a city to do its own planning and 
have the Federal Government pay three-fourths of the cost of executing the 
project instead of the traditional two-thirds. In any case, however, this for- 
mula should be revised if it is to serve the purpose for which it was intended. 
The intent was to make a division between planning and carrying out a proj- 
ect, so that cities equipped to do renewal planning more efficiently as part of 
their normal planning operations could do so, thereby saving time and paper- 
work in the renewal process. However, the regulations which spell out the 
application of this formula have, in effect, nullified the intent by omitting from 
the admissible costs of carrying out a project such normal expenses as closing 
costs on land acquisition, legal costs incurred in court action, etc. The result 
is that, regardless of how the planning work is financed, it is still less costly 
to the city to use the old rather than the alternative formula. 

In this connection also, we are delighted at the provision in the Rains’ bill 
which would make eligible as local matching funds expenditures on public 
improvements started in project areas not more than 5 years before the con- 
tract covering the project is executed. We also welcome the one or two other 
ways in which the restrictions on noncash local contributions are loosened, 
although we would also urge inclusion of expenditures on other city actions 
besides just building and building and facilities and permitting of credit for 
city facilities serving a broad area. 
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One other point arises in connection with this general subject of title I funds, 
and particularly with the question of making this a total program geared to 
meet total needs. This is the arbitrary limitation, still in the law, on the pro- 
portion of the total authorization which can be allocated to any one State. The 
cities’ needs, which reflect size and age as well as financial resources, are not 
evenly distributed between States. It is hard to imagine that the sunny plains 
of some of our newer and less populated States need the same amount of re- 
newal treatment as do the population centers of a Pennsylvania, a New York, 
a California. I urge consideration be given to removing the 12% percent limi- 
tation on funds per State. Or at least increasing the percent specified. Ata 
bare minimum, the sum available outside the limitation for States which have 
already committed most of their allocations should be increased so as to be in 
line with the total authorization provided. 

While obviously these questions regarding the funds available, on which I 
have commented at some length, are the most crucial, there are two or three 
other points on the title I program to which I would like to call your attention 
briefly. 

I would like to underline our support of two other provisions of H.R. 2357. 
One is the provision for early land acquisition through the making of a Federal 
loan before the “loan and grant” contract is signed. This will not only speed 
up renewal operations but will help eliminate the effects of “the dead hand of 
redevelopment” hanging over an area for a protracted time, will make it prac- 
ticable for redevelopers to enter the picture at an early stage, will thereby 
reduce the need for endless amendments to the renewal plan in its later stages, 

The other provision of H.R. 2357 I have in mind is the change it would make 
in the percent of Federal aid which can go for nonresidential projects. Actually, 
I think most cities which have really come to grips with their renewal problems 
would prefer, as we do, to have no such limitation at all, so that the program 
ean go forward in whatever direction the particular municipality’s needs dictate. 
However, certainly the 20-percent limitation on nonresidential projects proposed 
in this bill would permit much more flexibility than the present 10-percent limit. 

While I’m on this particular subject, I want to comment on one or two other 
problems we have run into in developing our comprehensive program. We have 
found that we must make provision for renewal of commercial, industrial, and 
institutional areas—which is why we need the change just mentioned. More than 
that, however, we have found that we must be able to move in on any situation 
where there is a need for renewal activity—regardless of whether it happens 
to fit the definitions spelled out by the Federal agencies. 

Let me give you two examples. 

One is the case of vacant land requiring fill. Such land, if not given the proper 
treatment, can serve as a terrible blighting influence. Its best use may not be 
residential redevelopment. Yet, under Federal regulations, we must meet the 
residential redevelopment requirement if we are to bring it under the program. 

A second example has to do with conservation treatment. 

Here again we are hamstrung in attempting to undertake the preventive action 
which really is the true meaning of “‘conservation.” Under the administrative 
regulations which define “deteriorated or deteriorating” areas, an area must be 
in pretty bad shape to qualify—too bad for the limited preventive-type program 
which might save an area barely beginning to show signs of blight. And, inci- 
dentally, the Federal regulations do not presently permit coverage of the cost of 
some of this preventive type of work—notably work designed at community or- 
ganization and mobilization. Between the narrow definition of area eligibility 
and the restrictions on the type of activity which can be pursued, it seems to me 
that this is another case of administrative regulations undercutting the true 
intent of the provisions which the Congress saw fit to enact. 

I see little alternative to recommending that the law be amended to permit 
the type of vacant-land redevelopment mentioned and to spell out more clearly— 
and more broadly—the meaning of “deteriorating.” If one could be sure the 
administrative staff would carry it out properly, I would certainly prefer to 
see a provision in the law—r at least an admonition in the committee report— 
that the eligibility of areas, their use and reuse, program techniques used be 
matters for local determination. The locality should be required to justify 
their determinations in the context of their total program, and the Federal 
Government could then check on this justification rather than -binding us in 
advance with detailed regulations geared to the average situation. 
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The problems of our cities are similar but not identical. Wouldn't our cities 
look better and function better in tailormade urban renewal programs than in 
readymade garments trimmed with Federal redtape? 

Let me move on now to a slightly different facet of the renewal program. This 
is the question of the housing we are planning to build or rehabilitate in re- 
newal areas. I want to say at once that we welcome the liberalization of the 
section 220 mortgage insurance program contained in H.R. 2357. But I would 
like to see it go even farther than it does. 

Why, for example, are the terms for section 220 insurance made comparable 
to those for normal FHA insurance in all respects except some of the liberaliza- 
tions proposed for section 207 rental housing mortgage insurance? We favor 
the offerings of major incentives for production of rental housing as is proposed 
in this bill. But I see no reason why the terms offered for such housing under 
section 220 should not be as liberal as those under section 207. We say that 
renewal areas should be regarded by FHA as if their renewal were complete and 
they had thereby become as good in quality as other, newer sections of the city. 
If we mean that, the terms available should be the same. 

Why too should the provisions for insuring sales housing—under both sec- 
tion 220 and the normal section 203 programs—be liberalized only in the mid- 
mdle-price brackets and not also at the lower end of the scale? Unfortunately 
the range of prices does not match up exactly with the range of incomes. 
Liberalization of the terms for houses in the middle of the price range may 
help some of our upper middle-income families but it does not alter the prob- 
lems of the large number of people whose incomes range below that. I would 
certainly urge that the terms afforded under the section 221 program—no 
downpayment except for closing costs—be applied also to the section 220 
program. 

Even more important for our efforts to renew our cities is the necessity for 
Congress to take another look at the provisions for helping bring about re- 
habilitation—whether in areas receiving title I aid or not. We continue to talk 
and talk about the need to rehabilitate, to use our existing stock of housing, 
to modernize it, bring it up to standard. Yet we continue to give it the least 
attention possible. Surely we should at least put the rehabilitation of existing 
structures on a par with new construction. 

At a minimum, we should spell out more specifically that the section 220 
program requires the FHA to view the house as it will be when the renewal 
program is complete for purposes not only of insuring the mortgage in the 
first place but also for purposes of arriving at higher valuations on properties 
and longer economic life of the property judgments. Even better would be a 
change to permit calculation of mortgage amounts on the basis of replacement 
costs, as is provided for new housing, instead of on appraised value, as is 
presently done for old housing. And perhaps a requirement that the mortgage 
term be the full economic life of the property rather than the three-quarters of 
that period presently provided by FHA regulations. Better still, of course, 
would be the establishment of a completely new program of direct Federal ioans 
for rehabilitation, on specially advantageous terms. That would really put a 
shot in the arm of the renewal effort to which we all are dedicated. 

A moment ago I mentioned the section 221 program, which provides FHA 
mortgage insurance for relocation housing. I should like to go on record as 
strongly supporting H.R. 2357’s adjustments in this program. The increases in 
mortgage amounts, the inclusion of rental housing owned by profitmaking con- 
cerns, the provision to permit insurance on properties near as well as in a 
community—all these are excellent improvements. 

This bill also has some other provisions which will help us solve the knotty 
problem of relocation. Both the increase in payments authorized and the 
broadening of the coverage to include people displaced by any public action in a 
title I area can help prevent some of the individual hardships caused when peo- 
ple have to move. 

But there are other problems of hardship brought about by renewal on which 
I should like to comment specifically. Philadelphia is one of the few cities 
which has by now accumulated considerable experience with the actual carrying 
out, as distinct from the planning, of projects, and I think our experience has 
pointed up these problems. 

First of all I should like to comment on the compensation which we are per- 
mitted to give to the people whose properties we take in order to renew an area. 
Some of these people are not adequately compensated under the existing Federal 
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laws. It is true that they receive a fair market value for their properties. 
But this is not always adequate to enable the homeowner to obtain a compar- 
able dwelling elsewhere. This is especially true of the owner of a house which 
is sound but surrounded by blight, or a house which is comfortable but ob- 
solescent. Though these represent only a minority of the families displaced by 
clearance operations, they are special hardship cases and we should be able to 
give them special treatment—possibly through a revolving fund for direct loans 
at nominal rates, or some other special device. If Federal housing aids had 
for so long a time encouraged the construction of high-priced housing this might 
not be such a serious problem at the present time. 

Another hardship often falls on the small businessman. When he moves, and 
frequently even before that, he loses a clientele built up over many years. If 
he is renting the property, he may also lose money on his investment in equip- 
ment and facilities and on his lease. Therefore, we need also to give special 
consideration to this type of situation. Small businessmen should, in my opinion, 
be reimbursed for some of these intangible losses in addition to physical assets. 
And there should be a mortgage insurance program designed specifically to help 
them get reasonable financing for a new place of business. 

(Parenthetically, while on the subject of relocation, I should like to record 
the importance of amending the highway program to provide for relocation 
assistance to the many people who must move to get out of the way of the omni- 
present automobile. ) ; 

It is impossible to think of relocation without also thinking, at once, of the 
importance of the public housing program. I have talked about the special 
hardship cases which we encounter in the relocation process. But if one con- 
siders instead the great mass of the people displaced by renewal, the conclusion 
is inescapable that the common denominator for Mr. and Mrs. Average Dislocatee 
is hardship, of a different type—the normal, everyday life of hardship of the 
poor. These are the slum dwellers, displaced by demolition of their building. 
These are the overcrowded dwellers, displaced by the law’s requirement that each 
house must meet minimum standards of occupancy as well as facilities. All too 
often, these are the people who can afford none of the decent housing on the 
private market today. 

Our renewal programs are rolling, all over the country. We are learning how 
to enforce our housing codes effectively. We are installing the modern com- 
munity facilities which our cities need. All of this is necessary, important. 
And all of this means a sharply increasing relocation workload in the near 
future. 

If we are to cope with this increase, we must expand our public housing pro- 
gram. We must root out the restrictions and requirements and general redtape 
which have made the program grind to a halt. We must eliminate the rules 
that make costs too high. Or, if that is impossible, we must raise the present 
cost limitation. We must remove the specifications that rule out effective use 
of such land as is still available for sites, use of existing houses, use of com- 
pletely new devices. 

For all of these reasons, I strongly support H.R. 2357’s provisions authorizing 
additional public housing units and setting forth a new policy of greater flexi- 
bility and local determination. 

I would commend certain additional adjustments to your attention. One is 
the specific authorization of the use of existing dwellings for public housing. 
We in Philadelphia are fortunate in that the Public Housing Administration 
is letting us try out a program of this type. But this is an exception—the only 
one of its kind—and it should become the rule. Another is the authorization 
of arrangements to sell units to occupants whose income rises beyond the limits 
permissible for public housing—such units to be replaced by other units avail- 
able for low-income persons. And, finanlly, we still feel the urgent need to open 
public housing to all individuals eligible from the point of view of income— 
including single persons of any age. 

Before leaving the subject of public housing, I should note—speaking strictly 
for Philadelphia—that we support the provision in this bill for extending the 
arrangements made for housing defense personnel in Passyunk Homes. We 
had thought the original 3-year period for this arrangement would be adequate, 
but this has not proved to be the case. 

In closing, I must speak briefly of three groups in the population whose 
special needs for better housing are widely recognized but to date only poorly 
provided for. 
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One such group is the elderly, and I applaud this bill’s provision for a new 
program of direct lending to make adequate housing available for this growing 
and richly deserving segment of our population. A new program of this type, 
augmented by the housing to be made available to them under the public housing 
program, should go far to meet their needs. 

Less favorable is the picture for the middle-income family—particularly the 
family in that income limbo between the top limit of eligibility for public housing 
and the income necessary to purchase adequate housing at today’s prices. This 
family may get some help from the cooperative housing program—particularly 
as it would be revised by this bill. Or the family may get help through the 
revised section 203 or 207 FHA mortgage insurance programs. Or our family 
may fall in that substantial group whose needs neither program can meet. For 
this group, a special program is needed—preferably one providing for direct 
Federal loans at low-interest rates and on long terms. 

Least favorable of all is the picture for the minority group. Individual 
members of this group too may benefit from one or another of the other programs 
provided. But it is foolish to think that their problems as a whole will truly be 
solved until it is a standard requirement of all Government-underwritten housing 
that no discrimination be practiced in selling or renting the dwelling covered. 
Again, Mr. Chairman, I wish to thank the members of this committee for giving 
me an opportunity to present the views of Philadelphia and her sister members 
of the American Municipal Association throughout the country on these vital 
issues. I know that the work of your committee will assist the vast American 
urban population in achieving a better life in an improved environment. 

Mayor Ditworrn. We found in these hearings, if it is agreeable to 
the chairman, that it is more effective and also a good deal briefer if 
we sort of summarize what the statement says informally rather than 
just reading from the statement. 

Mr. Rarns. That is a fact. The whole statement will go into the 
record. And it is much more effective, in our judgment, for you to 
summarize than it is to read the statement. So you may proceed as 
you see fit. 

Mayor Ditworrn. Thank you, sir. 

I think the points that all the mayors of the cities are most anxious 
to make—and some of them are also points in rebuttal of arguments 
that are used against this whole program. First, the importance of 
continuity in programs of this kind. To the bigger cities, of course, 
the redevelopment aspects of such a program are enormously impor- 
tant. That means that we have to get the business and civic interests 
in the city to come in on these programs to join in them and to put 
in very large sums of their own money. Our own experience in our 
city—and I understand it has been duplicated in every other city 
is that for every dollar of Federal and city money that goes into a re- 
development program, we get as much as $20 for every dollar of Fed- 
eral and city money, we get as much as $20 of private money invested 
in the improvement and redevelopment of the area. 

Now, in order to get the private business interests of your commu- 
nity and redevelopers to come in, it is essential that they be assured of 
some continuity of the program, and I think that all of the business 
interests today would like to see a 10-year program. 

_ As you gentlemen know, there has been an enormous shift of opin- 
ion on the part of what we might describe as conservative business in 
the big urban communities since 1949; when these programs were first 
introduced in 1949, it was very hard to get the business community and 
the civic agencies to take any part in such programs. They regarded 





these as rather dangerous, tending toward socialism and that sort of 


thing. I think today, in every big city that I know—in fact, in every 
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big city—that the business as a whole is wholeheartedly behind this 
program, is very anxious to see it continue, but that one of their chief 
concerns is that it must have continuity, and some assurance of con- 
tinuity, if it is to succeed. 

The second thing that is so often said is: Why don’t the cities, or at 
least the States, handle this? Why are the cities running down here 
asking for a handout ? hn as } 

Now, it may be true that the fact that some of the big cities, particu- 
larly some of our big eastern cities, have gotten in very bad physical 
shape, somewhat due to neglect on the part of the cities. But the 
fact remains that we are in all of the cities confronted with this 
terrific condition now. I think everybody agrees that we are in an 
urban civilization, with now more than two-thirds of our people living 
in some 140 urban communities; that that trend is going to increase, 
and that the 15 million increase in population since World War II, 
95 percent of that has settled in these large urban communities; that 
these communities are producing close to 75 percent of the wealth of 
the Nation today and are the chief tax sources of the Federal and State 
Governments today, particularly the Federal Government. 

So it is most important that the Federal Government keep those 
communities healthy and growing. I think everybody has also agreed 
that a healthy center city is essential to any urban community, and 
we do have tremendous problems in our center cities, because you 
know, redevelopment is one of the things that is helping us check that, 
both with regard to individuals and business. There has, ever since 
the late 1920’s been a flight of so-called income-producing and income- 
making families and businesses from the big cities. I think we are 
beginning to check that and beginning to reverse the trend. 

If you gentlemen wish, I can give you the specific instances of what 
is being done in our own city to check and reverse that trend, and 
actually the successes that we are already meeting. But are the cities 
in any sense looking for a handout? We definitely think we can say 
that that is not the case. In our own city, for example, 8 years ago 
our total budget, exclusive of the education, public school education, 
was $150 million. Today it is $220 million, which is a tremendous 
increase for any city to bear, particularly with the tremendous com- 
petition we have from the suburbs. And I think that is true in all 
the cities of which I know. 

We are also very conscious of the fact that any city dweller, like 
a Philadelphia dweller, who pays a tax dollar, his overall dollar, 
that ony about 10 cents of that comes to the city directly; that now 





better than 75 cents goes to the Federal Government, and better than 15 | 
cents goes to the State government, less than 10 cents comes to the | 
city government; that also out of the Federal taxes that are ped by | 


city dwellers, less than 2 cents on the dollar actually comes back to 
- the cities. So that we feel that the cities are bending every effort 


they can within their own limited tax moneys to meet this problem, | 
and that more cannot be asked of the cities, particularly in view | 


of their own population problems, and so forth, and yet they are abso- 
lutely essential to this urban civilization. 

We have been asked—and particularly asked on all our visits to the 
White House—why the States don’t ick this up. First, I think, asa 
practical political matter, it is perfectly clear that in every State, the 
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so-called rural areas fairly well dominate the legislature, so that that, 
in itself, presents a great practical difficulty. But even more impor- 
tant, I think, is the fact that there is such tremendous competition 
between the States for industry ; that any State that undertook a great 
sociological program of this kind would almost inevitably have to in- 
crease corporate and business taxes, and that would put them in a very 
bad competitive position with their sister States. 

We learned that in Pennsylvania in the thirties, and as a result 
have suffered very serious losses of business to Ohio, to New Jersey, 
and to Delaware. So that I just don’t think it is conceivable that the 
State governments will pick up any such program as this, even if they 
were given the tax moneys with which to do it. So that it is essen- 
tially a problem with which the Federal Government has to cope. 
And, after all, the Federal Government gets so much in the way of 
taxes out of these urban communities that we feel that it is important 
to them to do it. 

Now, as I say—— 

Mr. Rats. If you will pause just a moment—I wish we had more 
seats for all the people. 

The Crerx. I have ordered some chairs. 

Mr. Ratns. Good. Any of you that desire these seats down in front 
may do so. We will be glad to have you come up and take these com- 
mittee seats around on this level, if you desire. If not, we hope to 
have some more seats here soon. We are glad you are with us, and 
welcome you. 

You may proceed, mayor. 

Mayor Ditworrn. Mr. Barr will be surprised to see what has hap- 
pened to his seat. 

Mr. Ratns. You may proceed. 

Mayor Dinworrn. Thank you, sir. 

Well, I think the next point that is constantly brought up is how 
essential is this, really? In the cities, particularly the older eastern 
cities, we not only have the tremendous problem of your so-called resi- 
dential blight and slums, but we actually have the very serious prob- 
lem of industrial slums. I don’t think you can blame that on the 
cities, because that was entrenched private industry that wanted to 
hang on to the old way of doing business, until suddenly the whole 
house of cards collapsed around them, and we found them moving 
out of our city, and many of them moving south, leaving us simply 
with these antiquated multistory loft buildings which are no longer 
of any practical use for accommodating industry. 

So that it is not only a problem of our housing, it is equally strongly 
a problem of cleaning up the industrial slums which can be almost 
worse in any of our cities than our housing slums. Also of getting in- 
dustry back into the cities in order to give us the kind of tax base with 
which we can go ahead with programs. As I say, it is perfectly 
amazing what programs of this kind can do for the city. 

In our great center city area plan, which would call for and which 
was about to be adopted when the funds were suddenly shut off late 
last fall, and had all the preliminary approval on the part of the Fed- 
eral Government, would bring into Philadelphia in Federal money 
about $90 million in the next 10 years. The city was going to put up 
a little better than half of that amount and the State was going to 
pitch in with a little help, not a great deal more, but some. 
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In return for that, we had been able to organize all the business 
communities in center cities and have pledges from them, and still 
have pledges that run better than $5 billion of expenditures in the 
next 10 years for the improvement of the whole center city area, run- 
ning all the way from houses, apartments, hotels, theaters, stores, in- 
spired the raising of money for various civic auditoriums, and things 
of ee kind, a perfectly amazing display of civic interest, confidence 
in the city. 

That “4 the kind of thing that can be done. One program that has 
been approved and is about to start is another wonderful example, I 
think, and that is the program to restore the old area of our city, which 
was at one time the finest residential area down around our old In- 
dependence Square area. One of the things that made that possible 
is the Federal Park Service helping us out with Independence Square. 
The Federal Government has given us a grant of $7 million over 6 
years, only $7 million. We are putting in close to $4 million. The 
State is putting in about $1 million. We have already let redevelop- 
ment contracts for that area that total $50 million of expenditure by 
the private redevelopers, and we are confident from what we have 
seen, and plans already started on the fringes of that area, that pri- 
vate capital will come in for another $100 million over and above all 
of that. So that in this one program in or old residential area $7 
million of Federal money, over a period of 6 years, that is only a 
little over $1 million a year is going to trigger about $150 million in 
improvements in that area and increase our tax base by some $25 
to $30 million. So you can see how vital it is to these big cities. 
It is perfectly amazing what this trigger of pump priming by the 
Federal Government, with some assurance of continuity, can do in 
helping the city solve these tremendous problems and permit the cities 
to continue to be really the heart and soul of the Federal tax program. 

Now, we do feel very strongly that we do need—I don’t mean the 
big cities, I mean the cities generally all over the country—do need 
a program of about $600 million a year, no less than that, for a 10- 
year period, if it is to be really effective. The cities could actually 
use more than that. But we know anything more than that is un- 
realistic. In our own city of Philadelphia, to meet our minimum 
requirements, we would in the next 6 years require Federal funds 
which we would match with at least 50 percent, we will need Federal 
funds of approximately $200 million. Yet, even under a $600 mil- 
lion program, if the present quota system that has been laid down 
by the Housing Administration was maintained, we would only get 
x theo $56 million against some $200 million that we need. 

If the administration bill sent over by the administration was en- 
acted, we would only get $26 million over a period of almost 10 years, 
which would be very little more than $2,600,000 a year, which liter- 
ally would almost bring this program to a complete halt. That is 
how serious we regard the situation and how completely inadequate 
we think the bill sent by the administration is. 

There are some few small features, not small to us—they are ve 
important—that I would like to bring out. I am sure Pat Healy will 
bring them out more effectively. But I might just touch on a few 
of them. The early acquisition provision in the bill is very im- 
portant to us. As you know, one of the hitches with redevelopment 
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was that it took 3 to 5 years to get a program going. This early 
acquisition, which makes it possible for at least the city to get the 
land before the final approval, would speed this program up by any- 
wheres from a year to a year and a half. We think it is also im- 
portant that the industrial limitation be raised from 10 percent to 
at least 20 percent, which we understand has been put in the Senate 
bill, because as I say, the industrial slum problem is just as serious 
in the cities, and particularly your older cities, and just as large 
as is the regular residential slum problem. 

We also have the tremendous problem of relocation, and we are 
having that particularly in what we call our Eastwick project, which 
I think is the biggest redevelopment project any city has yet at- 
tempted. We find that in a project that big, where we are going to 
move more than 20,000 people, that amazing problems do come up 
and extraordinary cases of individual hardship. So that we hope 
that there will be an increase in the relocation money permitted to 
individual families from at least $100 to $200, and for businesses, for 
at least $2,500 to $3,000. Those are the only specific things that I 
would want to bring up, because I know that Pat Healy is going to 
cover this whole field very fully. 

Thank you very much. 

Mr. Rains. I think that last item you mentioned, as I recall it, is 
in our bill, and was in it last year. 

Mayor Ditworrtu. That is right, sir. 

Mr. Rains. That was a very able statement, and we appreciate your 
appearing. I have just a few questions, because as you can see, we 
have rather a crowded schedule today. The Senate has already re- 

orted its bill, as you know, and the House subcommittee will be writ- 
ing its bill Thursday. So we want some specifics. Soon, maybe 2 
weeks from now, we will be facing the Senate in conference between 
the Senate and the House bills. 

Recognizing the fact that we are up against some hard realities 
and even some tough opposition to the provisions of the bill that we 
have on urban renewal, I am going to ask you a question: As a 
mayor of a great city, in light of the fact that we have over $600 million 
backlog, which would you rather have as of now, the $500 million per 

ear in the House bill, for 3 years, or the $350 million a year for 6 years 
in the Senate bill ? 

Mayor Ditwortu. Five, sir. 

Mr. Rarns. In other words, what you need is as much as you can 
have to start to catch up with the backlog; isn’t that correct, mayor? 

Mayor Dirwortn. That is right, sir. 

Mr. Rarns. Of course, most of this committee would like to see you 
get the full amount that you suggest. But we are still up against, as 
I said, some rather tough realities, sir. 

Mayor Ditwortn. That is right. 


Mr. Ratns. It has been my contention that the program would move 
faster if we gave it as much impetus as we can now and then look 3 
years from now to see if we can do better. I will draw a red line 
around that statement of yours in the record when we go to conference 
with the Senate. 

Mayor Ditworrtu. There is no question about it. I think the mayors 
are absolutely unanimous on that, that the important thing—and it 
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can’t be put better than you put it—the important thing is to get this 
thing really rolling. I think once it rolls, the Government will see 
the tremendous results from it, increased tax revenues for the Federal 
Government and everything, and that there will be no difficulty 3 years 
from now. 

Mr. Rarns. I was quite impressed with the statement you made 
showing how much private funds are being turned into the projects 
in Philadelphia, in which a $7 million investment by the Federal God 
rae would trigger—didn’t you say about $100 million of private 

nas? 

Mayor Ditworrn. We know it will trigger 50 because we now have 
contracts with two big redevelopers for $50 million. We believe, 
from what we can already see happening; for instance, one big restau- 
rant on the fringe is already putting in a one-half-million-dollar ex- 
tension. From what we can judge, our chamber of commerce, and I 
think pretty factually, estimates that there will be another $100 million 
on top of that within the next 10 years to go into the area. So that $7 
million brings $150 million in private improvement. 

Mr. Rarns. One other observation I would like to make in connec- 
tion with your statement that I thought was good. There is a great 
contention now, as you know, to turn this program over to the States 
and the localities. The point that you made with reference to the 
fact that cities found themselves in competitive position with other 
cities if their taxes get too much out of line—in fact, I remember say- 
ing in a speech, myself, only a few weeks ago, that one of the few 
advantages of the Federal income tax was that you couldn’t run away 
from it. 

Mayor Ditworrn. That is right, sir. 

Mr. Rarns. It is everywhere, therefore it does have a kind of a level- 
ing effect, whereas if you had a tax in one city to do this job, and 
didn’t in the other, that other city would be at a disadvantage. 

Mayor Dinworrn. That is right. 

Mr. Ratns. I think that is a good point. 

Mr. Addonizio. 

Mr. Apponiz1o. Mayor, I want to compliment you on your state- 
ment. I think you gave us many reasons why this committee should 
certainly enact a housing bill that has in it a very liberal urban 
renewal section. 

You gave us a great many reasons why we should do this. Now, 
one of the other arguments that we hear against urban renewal and 
slum clearance is that the Federal Government cannot afford to under- 
take this program. I was wondering whether you would care to 
comment along those lines ? 

Mayor Ditworru. Yes, sir; thank you very much for the oppor- 
tunity. I know it never pays to run down anyone else, and I cer- 
tainly don’t mean to do anything of that kind, because heavens knows, 
without farms we wouldn’t be alive. But when you compare the fact 
that this program would only be, say, $500 million against, I think, 
over $5 billion that goes each year into the farm programs, you real- 
ize that it actually is a very modest request, particularly when 65 
percent of our people and more than 70 percent of our wealth is 

roduced from these very urban areas. In addition to which, at 

east we are convinced, that if we are to be successful in the cold 
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war, We are going to have to continue to expand our resources, there 
has got to be a continued expansion. We cannot do what we used 
to do in the 1880’s and 1890’s, simply pull in our belts for a while. 

If we don’t continue to expand to meet the tremendous expansion 
of Russia and China, we are going to be pretty much lost. So these 
are essential to the Federal Government as part of that expansion, 
the expansion of our resources, expansion of our industrial resources, 
and also the expansion of our tax resources, because unless these cities 
are kept healthy, they are not going to be able to continue to lay the 
golden eggs of taxation that they have. 

I don’t think anybody doubts that the urban areas do pay a dis- 
proportionate share of taxes to the State and Federal Governments. 
As a mayor, I have no doubt that that will continue through my life- 
time. So we have gotten through complaining about that. But we 
do feel very strongly that if the Federal Government wants to con- 
tinue to take as much out of the urban areas as it does in taxes, it has 
got to put a little in there to keep them healthy. 

Mr. Rarns. Will you yield? 

I agree with you, Mayor, with the idea that we should have an 
expanding economy, but let’s don’t start picking on my farmers. 
[Laughter. | 

Now, I will agree with you, too, that 65 percent of all Amer- 
icans live in the cities, and that is important, but all that 65 percent 
still eat the food that that farmer grows out on the farm. 

I don’t want to get into a jam on this bill on the floor and then start 
saying: We will take this off of farmers and give it there. 

#t’s talk about an expanding economy, and not start talking about 
curtailing anybody. You are not for ant. are you, Mr. Addonizio? 

Mr. Appon1zio. No, Mr. Chairman. 

Mr. Rarns. Mr. Barrett 

Mr. Apponiz10. I have one other question. 

Mr. Rains. Very well. 

Mr. Apponizio. I will assure you I will ane away from the farm 
situation. I am very interested in getting this section of the bill 
enacted. [ Laughter. | 

This administration, as you know, Mayor, has not recommended 
any additional public housing units, other than that which is author- 
ized under the present law. Now, can urban renewal succeeed without 
a continued program of public housing ? 

Mayor Diitworrn. Absolutely not, sir; and for several reasons. In 
the first place, there is a tremendous amount of slum clearance going 
on. Those people have to be relocated. One reason for slum clearing 
is to put an end to that enormous overcongestion. That means that 
even if you build new private things on the slum-cleared areas, at least 
50 percent of the population that ‘has been cleared out of there has to 
be placed someplace else, and nearly always they are low-income 
Senger 

ur redevelopment projects that clear up industrial slums actually 
clear out a lot of people. The enormous Federal highway program— 
for which we thank heaven is clearing out an awful lot of people who 
have to be relocated, and largely low-income people. So that we 
figure that actually our needs for public housing are greater today 
in Philadelphia than they were even 10 years ago. 
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Mr. Apponizio. Thank you. No further questions. 

Mr. Rarns. Mr. Barrett ? 

Mr. Barrett. Mr. Chairman, I just want to comment on the splendid 
statement and the way the mayor has presented it here this morning. 
It indicates to me, by not using a script, that he certainly has his finger 
on the pulse of the need of the people of America. That is all. 

Mr. Rarns. Mrs. Sullivan ? 

Mrs. Suuyivan. I have no questions, Mr. Chairman, because we do 
have a heavy schedule. But I would love to be able to sit down here 
and question and talk with the mayor. I represent St. Louis, and 
we have the same kind of problems and are trying to work it out as 
you are, Mayor, and making great progress. But neither you nor we 
can make progress unless we continue with urban renewal. 

That is all, Mr. Chairman. 

Mr. Ratns. Do you have any questions, Mr. Rhodes? 

Mr. Ruopes. Thank you, Mr. Chairman. 

Although I am not a member of the committee, I, too, would like 
to commend Mayor Dilworth for the leadership he has shown in the 
field of housing and redevelopment. Coming from Pennsylvania, our 
city of Reading is only 50 miles away, and I will say the people of my 
district have a great admiration for Mayor Dilworth, not only what 
he is doing in this field, but in general, as mayor of Philadelphia. 
We have today with us our own mayor of the city of Reading, who 
is trying to follow the good example that has been set by Philadelphia. 

I know that you, Mr. Chairman, in the interest of time and prompt 
action on this legislation, have limited the testimony. I would like to 
have the opportunity to have the statement of our mayor put into 
the record. 

Mr. Rarns. At this point in the record, immediately after Mayor 
Dilworth’s statement, we will include the statement of the Honorable 
Daniel F. McDevitt, mayor of the city of Reading. 

(The statement of Hon. Daniel F. McDevitt, mayor of the city of 
Reading, Pa., is as follows :) 


STATEMENT OF Hon. DANIEL F. McDevitt, Mayor, City oF READING, PA., BEFORE 
THE HovusINe SUBCOMMITTEE OF THE House COMMITTEE ON BANKING AND CUR- 
RENCY IN Support OF HOUSING AND URBAN RENEWAL LEGISLATION 


Mr. Chairman, distinguished members of the subcommittee, I appreciate this 
opportunity to record my views on pending housing and urban renewal legisla- 
tion, which is of vital importance to the city of Reading, Pa., and to hundreds 
of other cities throughout the Nation. 

The Reading story is the story of a city dedicated to the proposition that only 
urban redevelopment can provide the economic adrenalin for survival, a city 
with a heritage dating back to its founding by the two sons of William Penn 
in 1748; a city with a noble record of contributions to the growth of our great 
land, and a city that now must train its sights on meeting the complexities of 
modern society with a “new look” at municipal growth problems. 

And most important of all, the Reading story is the story of a railroad—a 
railroad which cuts through the very heart of our business district and threatens 
to be the hangman’s noose that could eventually strangle the very municipality 
which owes so much of its industrial and commercial development to that very 
same railroad. 

By way of orientation, let me say that Reading is an industrial city in the 
heart of the colorful Pennsylvania Dutch country. Here the iron industry 
played a prominent role in the city’s early industrial life. Canals and the 
railroad contributed much to our. industrial growth. Hosiery, textiles, and 
steel fabrication etched their marks. 
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Today, our industry is quite diversified. We have a civilian labor force of 
almost 120,000 and Reading is the trading center and county seat for about 
275,000 people. 

At the present time our unemployment fluctuates between 7,000 and 11,000, 
well over 6 percent of the total labor force. In this climate our community 
has undertaken “Operation Bootstrap” to attract new industries and provide 
employment for our people. 

In this effort, Federal housing and urban renewal programs play | a major role. 
I certainly appreciate the vision and wisdom which prompted congressional 
action in this field. It has been the salvation of many municipalities and fre- 
quently holds out the only hope for the future in overcoming problems of blight 
and slums. 

The Redevelopment Authority of the City of Reading now has three projects 
underway. One, the Walnut project, is nearing completion. Aided by a Federal 
grant of $225,764, this project will provide a much-needed 1.6-acre parking lot 
in the center of the city. It will be operated by the Reading Parking Authority. 

Two other redevelopment projects are in preliminary stages. We have re- 
ceived a $31,442 advance from the Urban Renewal Administration for the 5-acre 
Cherry Street Urban Renewal project, with a capital grant reservation of 

622,400. 

' Another advance allocation of $41,319 for survey and planning has been re- 
ceived for a Court Street Urban Renewal project. The capital grant reservation 
for this project is $671,966. 

Unfortunately, the failure of Congress to enact legislation in this field in 
1958 sharply curtailed our plans and actually reduced our anticipated allocations 
by $812,770. The specific result of this cutback was to reduce the areas scheduled 
for redevelopment. 

Reading is carrying out an orderly program for growth and development ap- 
proved by Housing Administrator Cole in July 1957 and recertified last August 
until September 1, 1959. 

Positive actions already taken include: 

1. Preparation of a master plan by Community Housing & Planning Associates, 
planning consultants. 

2. Adoption of a zoning ordinance. 

8. Amendment of the health code. 

4. Preparation of a minimum housing code. 

5. Participation in a master plan for Central Berks County in cooperation with 
18 communities. 

6. Delineation of Reading into “logical neighborhoods” to serve as planning 
districts for the master plan. 

7. Undertaking of a land use plan. 

Of course, the city of Reading has asserted its responsibility in relocating 
families displaced by urban renewal projects already undertaken. 

Evidence of redevelopment progress can already be found in certain parts of 
downtown Reading, but the overall program cannot be carried out to its logical 
conclusion without relocation of the railroad tracks on Seventh Street. I sub- 
mit that it would be like trying to bake a cake without including a vital 
ingredient. 

Reading’s estimated population is 112,000, an average population density of 
65 persons per acre. Its aged population—those 65 and older—has been increas- 
ing at a rate exceeding the national average. In fact, the Public Housing Ad- 
ministration just last Friday authorized construction of a 102-unit housing 
project exclusively for the aged—a necessary facility which the Reading Hous- 
ing Authority proposed and which our city administration ardently supported. 

Although considerable strides have been, and still are being, made, to re- 
vitalize Reading and gear it for the continuing battle to attract new industries 
and population, we are at the crossroads in our efforts to advance our redevelop- 
ment program. 

The specific problem posed by the railroad which bisects our business district 
thus far has defied solution. Numerous studies have been made and many sug- 
gestions have been advanced by public-spirited citizens interested in overcominz 
this obstacle to progress, but in the final analysis the cost becomes so prohibitive 
that financing on a local basis is impossible. 

The Reading Railroad, I hasten to add, has been most cooperative and sym- 
pathetic to the cause of relocating its midcity tracks and we were encouraged 
just last month when Joseph A. Fisher, railroad president, said he would work 
with responsible agencies to formulate a practical redevelopment program. 
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I am concentrating my remarks on the need for relocating the Reading Rail- 
road’s Seventh Street line because this is the crux of future redevelopment in 
the City of Reading. 

Mr. Chairman, can you imagine a freight train bisecting the reflecting pool 
between the Lincoln Memorial and the Washington Monument here in the city 
of Washington? Or, can you picture driving down spacious Constitution Avenue 
in our National Capital only to stop at a railroad grade crossing while a pas- 
senger train passes before you? 

Reading motorists know this experience daily on our Main Street. Obviously, 
the very existence of the trackage in the heart of Reading’s business district 
is a blighting influence, reducing adjacent dwellings to slums, curtailing ex- 
pansion of the business district, adding to nerve-wracking traffic congestion, 
jeopardizing the safety of motorists and pedestrians at numerous grade cross- 
ings, discouraging location of new commercial enterprises, and posing a serious 
threat to the municipal real estate tax revenue which is the lifeblood of any city. 

We are distressed by the existence of empty storerooms in our downtown 
shopping district. A large department store immediately adjacent to the rail- 
road tracks ominously displays a giant For Rent sign. And while we struggle 
to remake our city as a hub of industrial and commercial activity for 275,000 
citizens, shopping centers spring up in suburban and outlying areas as if to 
mock our efforts. 

The urgency of our problem was summed up in a recent report to the Central 
Berks Planning Commission by Mr. Russell VanNest Black and his associate, 
Mr. Harold Tomakian: 

“As early as 1910, planner John Nolen urged removal of the tracks as essen- 
tial to the economic well-being of the downtown district. Repeated studies of 
the problem have produced various proposed solutions—among them, track de- 
pression and track relocation. In the early 1920's, General Goethals recom- 
mended track removal and substitution by a belt line with construction of a 
new passenger station in West Reading. But the cost of any effective solution, 
and the railroad operational difficulties involved, have thus far seemed 
insurmountable. 

“However, the problem is becoming increasingly serious and it is suggested 
that it may be timely to renew its study in the light of new and changed cir- 
cumstances. The location of the passenger stations is no longer an important 
factor. The current redevelopment and highway programs are effecting changes 
in the land-use pattern not earlier considered. Relating as it does to the pro- 
gram for rejuvenation of the center of the city, the railroad situation is no 
longer an isolated problem. Relocation of the classification yards, always one 
of the most serious difficulties, may now be found to be more practicable. Cer- 
tainly at least some material improvement. of the situation is essential to the 
redevelopment or rehabilitation of the Seventh Street area and for east-west 
traffic relief.” 

Mr. Chairman, I am pleased to note that section 408 of H.R. 2537, the Housing 
Act of 1859 which I support, increases to 20 percent the amount of urban renewal 
grant authorization that can be used for nonresidential purposes. This pro- 
vision strikes at the heart of our problem but unfortunately does not go far 
enough. 

Probably the most effective step that could be taken would be to eliminate 
the requirement that sites for nonresidential development include a substantial 
number of blighted or slum dwellings. Obviously, many of the structures along 
the railroad tracks are dilapidated buildings once of important commercial 
value. Any modification in regulations that will permit greater Federal par- 
ticipation to wipe out nonresidential blight will be a step in the right direction. 

Perhaps I am a dreamer, but I can envision in place of the Seventh Street 
railroad tracks a beautifully planned and designed shopping mall complete 
with department and specialty stores, adequate parking facilities, and natural 
esthetic qualities that will attract patrons not only from Reading but the out- 
lying districts as well. 

Several of our architects have put their ideas on the drawing board and their 
imaginative sketches inspire our determination that it can happen here. 

Furthermore, the subject of railroad track relocation is a subject for dis- 
cussion by every segment of our community. It is repeatedly stressed in our 
daily press. And a new spirit has spontaneously emerged to unite industry, 
labor, merchants, motorists, housewives—yes, all citizens—in this important 
crusade for municipal redevelopment. 
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The newly formed Berks County Advisory Council is aggressively encouraging 
a remaking of our city. The Greater Berks Development Fund is actively en- 
couraging new industries to locate here. Our redevelopment, housing, and 
airport authorities are dovetailing their efforts with our city and county planning 
agencies. 

Mr. Chairman, the city I represent is not afraid of change. Although our 
community is historically conservative, it is nevertheless enterprising. These 
are the qualities of its people which insure ultimate success of our plans. I 
can only say that while we are grateful for past accomplishments and present 
planning made possible by programs enacted by the Congress, we also are 
confident that you believe, as we do, that the future of our country lies in the 
development of its resources. 

Among the greatest of these resources are America’s cities. Any investment 
in urban renewal is an investment in the strength of America since it ultimately 
will create wealth, provide new economic opportunities, encourage pride among 
our citizens, and demonstrate that the fiber of our democratic society is far 
superior to any other. 

It is clear, Mr. Chairman, that the fulfillment of our urban redevelopment plan 
depends upon effective legislation such as H.R. 2357 to accelerate such projects 
now in the preliminary stages and to remove major roadblocks to the full opera- 
tion of urban renewal programs so important to the future growth of our 
metropolitan areas. 

I urge that the committee study the particular problem of railroad track 
relocation, which I have already discussed, because of its importance to our urban 
redevelopment plan and to that of other cities. 

In closing, I wish to express my appreciation for this opportunity to present 
my views in behalf of the citizens of Reading. 

Mr. Ratns. We are delighted to have you with us, and wish we had 
time to go through the statement and ask you questions, but time is 
somewhat of the essence. 

Mr. Apponzio. I would like to point out that I have read his state- 
ment already and I am very much in sympathy with the objectives 
which he states. I have been a great supporter of that particular type 
of legislation, and I think I was the one that was mstrumental in 
securing action on it in the last Congress in the housing bill. It is a 
worthwhile objective he seeks and I am certainly going to support 
it again. 

Mr. Rarns. I think you have a champion on the committee, Mr. 
Mayor. 

Mayor McDevirr. Thank you. 

Mr. Rains. Now we have Pat Healy, who represents Mayor Ben 
West, of Nashville. Mayor Ben is ill and unable to be here. 


STATEMENT OF HON. BEN WEST, MAYOR OF NASHVILLE, TENN., 
PRESENTED BY PATRICK HEALY, JR. 


Mr. Hearty. Yes, Mr. Chairman, he has been laid up with the flu, 
and he is very sorry that he couldn’t be here in person today. He was 
looking forward to it. He asked me to express to you his sincere appre- 
ciation for the opportunity for me to present his statement for him. 

Mr. Rarns. We are sorry he is not with us and hope he will soon be 
out and on the road. 

You may proceed with his statement. If it is a long statement, I 
would suggest that you summarize it somewhat and include the entire 
statement in the record. 

Mr. Hearty. Well, Mr. Chairman, since this is another man’s state- 
ment, I don’t feel qualified to attempt to summarize it and I would 
prefer, with your permission, merely to file it for the record. 

36043—59—40 
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I don’t have the facility, either, of the distinguished mayor of Phila- 
delphia, of talking without a manuscript. 

I might, with your permission, just read about four paragraphs 
which summarize the main points. — 

Mr. Rains. We will be glad to hear you, sir. 

Mr. Hearty. The principal program objectives in the national mu- 
nicipal policy are as follows 

Mr. Apponrzio. What page are you on { 

Mr. Heaty. I am on the third page, down at No. 1 there toward the 
bottom. This is the first principal objective. 

First, the recognition of long-term needs of urban renewal, and 
authorization of a 10-year program with annual authorization of $600 
million a year, with provisions for acceleration of up to $150 million 
if local demand requires larger authorization in any year. 

Second, legislation which will (a) prohibit limitations on the amount 
of financial assistance which can be made available to a locality under 
the urban renewal program; (0) require the Administrator to process 
applications in order of their receipt, and (c) prohibit the Adminis- 
trator from limiting the size of local projects as otherwise met the 
requirements of the law. 

hird, broadening of the program to permit clearance to a greater 
extent of commercial and industrial slums to be reused for nonresidence 
purposes in order that this essential part of our national economy be 
encouraged and assisted to remain within cities. 

Fourth, permit acquisition of project land at an earlier stage 
in project activity, most important from the standpoint of family 
relocation and good public relations at the local area level. 

Fifth, strengthen the urban planning assistance program so that 
all of the Nation’s smaller cities with inadequate facilities for planning 
and prevention or clearance programs or urban renewal can be elgible 
for needed Federal assistance. 

Sixth, continue additional authorizations for low-rent housing at 
least at a level to assure adequate facilities for low-income families 
displaced by urban renewal, the highway program, and other Gov- 
ernment actions. 

Those are the principal points of the national municipal policy 
on this subject. 

Mayor West then goes on to express his disappointment in the ad- 
ministration’s proposals, and in the budget message, and gives the 
reasons re e goes on to point out the results of our survey which 
was made last month in connection with and cooperation with, the 
National Association of Mayors and National Housing and Redevelop- 
met, Officials, indicating the Federal capital grant needs. 

Then, in commenting in more detail on each of these points you will 
find that all in his statement. 

Finally, Mayor West presents some comments on his own situation 
in the city of Nashville, which I think you will find most enlightening, 
= ae to the part which the Federal grant played in making it 
all possible. 

Again, Mr. Chairman, I want to express the appreciation of the 
American Municipal Association for the opportunity to present this 
testimony. And I also want to take this opportunity to tell you that 
we in the American Municipal Association regard Richardson Dil- 
worth as one of the satnalon mayors in the United States. 
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Thank you. 

Mr. Ratns. Thank you, and we share that opinion. I would like 
to say for the record that this committee has come to lean heavily 
on the American Municipal Association and the mayors that are 
represented in it, as a very vital asset to us in working on legislation 
of all types, for that matter. 

We are proud to have you before us, and Mayor, we are delighted 
to have you as our very star witness this ween 

Mayor Ditworrn. Thank you very much, Mr. Rains. I certainly 
appreciate it. 

Mr. Hearty. Thank you. 

(The statements referred to are as follows:) 


STATEMENT OF BEN WEST, MAYOR OF NASHVILLE, ON BEHALF OF THE AMERICAN 
MUNICIPAL ASSOCIATION, BEFORE THE HOUSING SUBCOMMITTEE OF THE HOUSE 
BANKING AND CURRENCY COMMITTEE, TUESDAY, FEBRUARY 3, 1959 


(Presented by Patrick Healy, Jr., executive director) 


Mr. Chairman, and members of the Banking and Currency Committee, my 
name is Ben West. I am the mayor of the city of Nashville, Tenn. 

I am here today to testify on behalf of my own city of Nashville and on behalf 
of the American Municipal Association—an organization of which I had the 
honor to serve as president during 1957. 

The American Municipal Association through its affiliated State leagues of 
municipalities and the direct membership of cities in 49 States, the District of 
Columbia, and Puerto Rico represents 13,000 cities, towns, and villages of all 
sizes. 

In December of 1958, the annual convention of this association approved a 
comprehensive program as a national policy on the subjects of housing and 
urban renewal. At the same time the association declared the establishment of 
an adequate program of urban renewal as the first priority goal of its 1959 
legislative program. 

Mr. Chairman, I should like to submit this program to you at this time and 
ask that sections 14 and 30 of the 1959 national municipal policy statement 
be made a part of the record of these hearings. 

Let me outline, if I may, the principal program objectives contained in the 
statement: 

(1) Recognition of long-term needs of urban renewal and authorization of a 
10-year program with annual authorization of $600 million a year with provi- 
sions for acceleration of up to $150 million if local demand requires larger 
authorization in any year. 

(2) Legislation which will (a) prohibit limitations on the amount of financial 
assistance which can be made available to a locality under the urban renewal 
program; (b) require the Administrator to process applications in order of their 
receipt; and (c) prohibit the Administrator from limiting the size of local proj- 
ects which otherwise meet all the requirements of the law. 

(3) Broadening of the program to permit clearance to a greater extent of com- 
mercial and industrial slums to be reused for nonresidence purposes in order 
that this essential part of our national economy be encouraged and assisted to 
remain within cities. 

(4) Permit acquisition of project land at an earlier stage in project activity— 
most important from the standpoint of family relocation and good public rela- 
tions at the local area level. 

(5) Strengthen the urban planning assistance program so that all of the 
Nation’s smaller cities with inadequate facilities for planning and prevention 
or clearance programs of urban renewal can be eligible for needed Federal 
assistance. 

(6) Continue additional authorizations for low-rent housing at least at a level 
to assure adequate facilities for low-income families displaced by urban renewal, 
the highway program, and other Government actions. 

Before going into a little more detail concerning these specific recommenda- 
tions, I would like to comment briefly on the administration’s position on these 
programs as contained in the 1960 budget. 
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The scope and size of the program proposed by the administration was dis- 
appointing. Demonstrated needs by way of applications for capital grant reser- 
vations filed during the last year alone exceeded 214 times the $250 million 
being requested. 

Equally disappointing is the fact that the budget message as it relates to the 
urban renewal program sets no specific goal for the Nation. It shows no recog- 
nition of the scope of the total renewal problem that confronts us in the slums 
and blighted areas in this country. It establishes no relationship between the 
accomplishments of program thus far and the distance we have yet to travel. 

In defense of their pared-back program proponents of the adminitration’s 
approach argue that to increase the capital-grant authorization for urban re- 
newal would be inflationary. The fact is that the authorization of a $600 
million a year program by this Congress would have no immediate effect on the 
Federal expenditures this year. It is true that it will start taking effect in the 
next 4 to 5 years—but by that time the economy will have expanded sufficiently 
to satisfy even the most conservative elements within our ranks that the ex- 
penditure can be made without threat to our monetary stability. As a matter 
of fact, I believe many of us agree right now that the Federal Government could 
expend a half billion dollars or more a year now—that is increase the budget 
by less than six-tenths of 1 percent—on this program without contributing one 
whit to inflation. 

We feel that a 10-year, $600 million a year program will enable the Nation’s 
cities to develop and eventually embark on total programs of slum and blight 
elimination with some hope of ultimate success. The cities must have the 
assurance that the means exist to actually accomplish such a goal. 

To substantiate our recommendation of a 10-year, $600 million a year program 
we offer the following facts: 

(1) The program has experienced continual growth since its initiation. Dur- 
ing the last 4 months preceding the imposition of the rationing formula last 
September applications were being filed at a gross rate of nearly $800 million 
a year and a net rate of nearly $500 million a year. 

(2) The number of localities now participating in the urban renewal pro- 
grams, now numbering about 400, is less than a third of those which can be 
expected to eventually participate in the program. 

For example, according to the “1950 Census of Housing,” in about 34 percent 
or over 1,000 communities, in the population class from 2,500 to to 10,000, 40 
percent of dwelling units are classed by the Public Housing Administration as 
substandard. That is, they are dilapidated, or do not have a flush toilet and 
bathtub or shower for exclusive use and hot running water. 

Over 100 cities in the population class from 10,000 to 25,000 have housing 
inventories which are over 40 percent substandard. 

Over 100 cities in the population class from 25,000 to 50,000 have housing in- 
ventories which are over 30 percent substandard. 

Over 150 cities in the population class from 50,000 to 250,000 have housing 
inventories which are more than 15 percent substandard. 

All but 7 of the 23 cities with populations of 250,000 to 500,000 are already 
in the program, and all but 2 of the 18 cities with a population of over one-half 
million are already in the program. 

(3) Our own survey of urban renewal needs conducted in January of this 
year in conjunction with the United States Conference of Mayors and the Na- 
tional Association of Housing & Redevelopment Officials indicates the following 
Federal capital-grant needs: 


Million 

i i earned catia 2e alae mi ttica nite Seaton ins bane $468. 8 
a atts Rmck whore meena sper inh more maanis 516.3 
| ERE Ee RS oot : ae a ET ALLL LAOS LOLA Oe 1, 068. 8 
EER EE ee a Oe ee Ee ey Se eo a ee 1, 578. 7 
I ees ctu meee 3, 632. 6 


The survey results establish only the level a minimum program would have 
to take, for three reasons: (1) Responses were limited to 301 or 31 percent of 
951 localities to which questionnaires were sent; (2) a significant number of 
the responses indicated interest in the program but included no estimates of 
need: (3) no responses for such States as Florida, Oklahoma, and communities 
in Maryland outside of Baltimore city were included, although the legislatures 
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in all three of these States are now considering enabling legislation for urban 
renewal and are expected to approve the proposals being made. 


RATIONING 


The administration, judging from the budget message itself, endorses on a 
continuing basis the rationing formula: 

“This forward authorization ($250 million for the years 1960-62, $200 million 
for the years 1963-65), together with administrative steps already taken to 
allocate the available funds equitably, should enable each community to develop 
a long-term communitywide plan which may then be financed in realistic annual 
installments.” 

This kind of a limitation arbitrarily determines the size of a project under- 
taken on the part of the city. It is restrictive and has already hurt the pro- 
gram immeasurably by practically prohibiting any kind of a comprehensive 
approach. We strongly urge you to adopt legislation which will prohibit the 
Administrator from limiting the size of local projects which otherwise meet all 
the requirements of the law. 


COMMERCIAL AND INDUSTRIAL REDEVELOPMENT 


We believe it to be most important to the future of our cities that a larger 
share of the program’s resources be devoted to the redevelopment of our old, ob- 
solete, and substandard commercial and industrial areas. Such a move would 
enable our cities to do a more comprehensive job of buttressing sagging tax bases 
and generally augmenting the city’s tax revenues—this in addition to the many 
and significant improvements commercial and industrial redevolpment does pro- 
vide for in the general living environment of the city. 


EARLY ACQUISITION 


Local public agencies should be authorized to proceed with acquisition and de- 
molition as soon as the eligibility of the project has been established. Owners 
of property wishing to sell and move should be given this opportunity as early 
as possible. Temporary loans should be available from the Federal Govern- 
ment for this purpose with the approval of the governing body of the locality. 
This provision alone could move forward the time of beginning of positive action 
with reference to project—enable cities to show action on the homefront—a 
most important element now lacking because of the procedural requirements that 
must precede acquisition and clearance. 


LOW-RENT HOUSING 


The failure of the administration to recommend further authorization for low- 
rent public housing is most distressing. This program is absolutely essential 
if we are to continue the relocation of families displaced by governmental pro- 
grams involving clearance. Failure to continue low-rent public housing is bound 
to hamper and jeopardize the entire renewal program. Additional low-rent 
public housing is also essential to handle the relocation needs of the highway 
program and to handle displacement resulting from other types of governmental 
action. 

The Housing and Home Finance Agency has estimated that during the period 
covering fiscal years 1958 through 1960, urban renewal will dislocate an esti- 
mated 83,000 families; highway construction, 75,000; other governmental ac- 
tivities 89,000; a total of nearly a quarter of a million households. On the basis 
of past experience it can be expected that at least one-half of these families 
will be eligible for low-rent public housing. 


URBAN PLANNING ASSISTANCE 


At the end of 1958 there were 12 States which had not as yet passed legisla- 
tion to permit cities within their boundaries to benefit from urban planning 
grants made available under section 701 of the Housing Act of 1954. Bight 
more States with legislation do not permit local governments to take advantage 
of the program. 

In most of these States, urban interests have made repeated efforts to see the 
hecessary enabling legislation through the State legislature or to interest the 
State in urban problems without success. On the basis of the experience of 
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these several States and on the basis of experience in States where authorized 
planning agencies have been inactive, we believe the law should be amended to 
authorize the Administrator of the Housing and Home Finance Agency to make 
planning grants directly to eligible municipalities. 

We also recommend that the population maximum be increased from 25,000 
to 50,000 and that the authorization for the program be increased from $10 mil- 
lion to $25 million. 

The urban planning assistance program was created to help small communities 
develop comprehensive programs of urban renewal. It was not designed to pro- 
mote State planning, although more interest at the State level is certainly to be 
desired. The program has stimulated interest in constructive planning among 
hundreds of small cities and could have had even greater positive effect had 
the necessary funds been available. In addition, it has engendered the creation 
of many programs of metropolitan and regional planning and has proved helpful 
in promoting teamwork among governmental units in metropolitan areas for the 
future good of the entire community. Applications filed with the Urban Re- 
newal Administration far exceed available funds. We consider this a tremen- 
dously important program to the future of urban America. 

We hope the Congress will see fit to provide it with the funds and legislative 
improvements needed to make it possible for the program to realize its great 
potential. 

And now, with your permission, I should like to say a few words about our 
renewal program in Nashville and its prospects for the future. 

Nashville initiated its first urban redevelopment project comprising 72 acres 
on the north side of the central business district shortly after the Congress 
approved the Housing Act of 1949. The project was carried out in conjunction 
with a similar effort being carried out by the State of Tennessee on 25 adjoining 
acres. 

This project’s total cost was $11,728,000, for which we obtained a Federal 
capital grant of $5,207,000, the city’s contribution amounting to $2,603,000. 

Companion local improvement programs which were carried out in conjunction 
with the urban redevelopment project have amounted to an additional $15 
million, the costs of which have been met by State, city, and county govern- 
ments. Thus, the urban redevelopment project has brought to completion a 
tremendous physical as well as social improvement to the downtown area of our 
city. 

Many of the down town merchants have volunteered to me their opinion that 
the carrying out of the Capitol Hill redevelopment project is, to a great extent, 
responsible for the renaissance of our downtown area. Many millions of dollars 
have been expended by private capital in the construction of new office buildings 
and department stores there. 

At the same time there are already about 18 millions of dollars of new private 
construction about to get undarway in the project itself; and one single building, 
for which the plans are now being completed, will pay more in taxes to the 
city than the entire 72 acres paid into the city’s treasury before this tremendous 
improvement program was initiated. 

We have now completed the plans for a 2,000-acre project in which we propose 
to clear out the worst slum areas and redevelop them for sale to private enter- 
prise for new housing and other private and public construction. Simultaneously, 
through the enforcement of new codes and municipal regulations, we expect to 
accomplish the improvement of the dwelling buildings throughout the greater 
remaining portion of the project area. 

The urban renewal provisions of the Housing Act have given the city of 
Nashville hope. All branches and segments of the local government, the chamber 
of commerce, labor unions, and the citizens at large are thoroughly convinced 


that at last they have a tool through the Urban Renewal Act with which to | 


overcome the attitudes and deficiencies of the past. 

We have other areas which are in worse condition than our East Nashville 
urban renewal project area, in which our citizens and our business leaders are 
anxious that we commence work. 


We proposed that our urban renewal programs be tied in with the execution 


and building of the inner loop of the new Federal Interstate Regional Highway 
program, which surrounds our central business district. 

Our citizens and our city government are ready and willing to contribute to 
this tremendously worthwhile program. We believe that if we are enabled 
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to carry out a comprehensive program of urban renewal, by the time the Inter- 
state Regional Highway program reaches its final stages we will have been able 
to clear out, replan, and rebuild our extensive slums surrounding the central 
business district. 

We believe this program can mean the economic salvation of our community. 
We need an adequate Federal program now and the assurance that the aid will 
be available when we need it. We need no more than that to help us help 
ourselves to make a better community and better life for our citizens. 


Crry AND CouNTY OF DENVER, 
Denwer, Colo., January 12, 1959. 
Mr. Patrick HEALy, Jr., 
Executive Director, 
American Municipal Association, 
Washington, D.C. ' 

DEAR Pat: I am deeply disturbed about the threat to the existence of 
Federal aid in Denver’s urban renewal program. The enclosed information 
will show that Denver is planning an urban renewal program which would 
involve Federal capital grants amounting to more than $40 million in the 
next 10 years. Without this aid Denver and other cities will be stopped 
dead in their tracks in their attempts to correct the conditions where urban 
blight is destroying the very existence of their urban communities. 

It is our opinion here in Denver that an urban renewal program has of- 
fered us the most workable means to combat our increasing slum and blight 
problems. The withdrawal or drastic reduction of Federal aid will serious- 
ly cripple our ability to achieve our objective to eliminate slum and blight 
conditions from our cities. I am, therefore, in complete sympathy with the 
objectives of the American Municipal Association and the U.S. Conference 
of Mayors to carry this matter to the U.S. Congress and to the administration. 

Enclosed you will find our completed questionnaire to aid you in making 
your presentation to Congress. 

Very truly yours, 
W. F. Nicnotson, Mayor. 


Ciry or RICHMOND, CALIF., 
January 13, 1959. 
AMERICAN MUNICIPAL ASSOCIATION, 
Washington, D.C. 
(Attention of Patrick Healy, Jr.) 
U.S. CONFERENCE OF MAYyors, 
Washington, D.C. 
(Attention of Harry R. Betters. ) 

GENTLEMEN: The city of Richmond wishes to take this opportunity to join with 
the other cities in voicing its plea for a continuance of our Nation’s program 
of federally aided local urban renewal. If our Nation is to remain strong 
and healthy, it must continue to do everything it can to keep its local gov- 
ernments strong and healthy as well as seeing to it that its citizens are strong 
and healthy and the conditions under which they live are the very best that 
can be provided. Slums should not be the American way of life. 

Cities, as one of the units of local government, have an important share 
of responsibility in improving the conditions under which the American citi- 
zen must live, but they cannot do the job alone. As the United States and 
its units of government grow older, their economy must continue to remain 
dynamic and to grow stronger. Cities cannot be allowed to slowly decay 
and become obsolete any more than can the Federal Government do the same 
in its international relations. The Nation’s ability to continue to prosper and 
to remain healthy depends in part upon its ability to develop its resources 
and to continually revitalize these resources when necessary. The Federal 
Government has assumed an increasing postwar responsibility in the devel- 
opment and preservation of the nations of the world. It should likewise 
do everything within its power to continue to develop and to preserve the 
local governments which form grassroots America. 
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One method of demonstrating the responsibility of the Federal Government 
to its local governments is in the continuance and the expansion of the Fed- 
eral Government’s urban renewal program and the various forms of Federal 
assistance offered to cities thereunder. The last 10 years has seen the formu- 
lation of this new concept which will make possible the eventual rebirth of 
American cities. The Federal Government is to be commended for establish- 
ing this program of action which is for the community and can be used by 
the community. Experience to date has proved this program to be a rally- 
ing point around which cities, the Federal Government, and the Nation’s pri- 
vate resources have teamed together. 

We sincerely hope, however, that the mistakes made in the first 10 years of 
this program will be the basis upon which this program will be improved dur- 
ing the coming 10 years. One such mistake, it must be agreed, has been the 
hand-to-mouth, year-by-year program of financing the urban renewal program. 
Particularly in recent years, the very existence of the Federal participation in 
this program has literally hung in the balance, climaxed by last year’s decision 
by Congress not to appropriate any additional Federal assistance. Today, as 
the new session of Congress convenes, we again face the same dilemma of con- 
tinued Federal assistance made even more critical by last year’s inaction and 
by the absence of a long-range Federal policy. 

It is ironic that this on-again, off-again approach must characterize our Na- 
tion’s urban renewal program, particularly when we consider the very basis 
upon which this program was established by Congress in 1954. At that time, 
Congress based its prime justification for Federal assistance to be made avail- 
able to those communities that had undertaken long-range programs aimed at 
preventing urban decay and, further, that Federal help would be continued upon 
the submittal by the cities of a workable program. Since 1954, numerous Amer- 
ican cities, Richmond included, have prepared detailed workable programs based 
upon comprehensive long-range programs, and these programs have been faith- 
fully recertified annually by the Federal Government. 

It now appears that the Federal Government needs to take a look at its own 
requirements. Isn’t it just as important for the Federal Government itself to 
comply with the very same long-range plans for Federal participation as it 
presently requires of its local communities? If the Federal Government con- 
siders its highway program important enough to plan 10 years ahead, and if 
it considers its water pollution control program also suitable for long-range 
planning, then shouldn’t it most certainly look at the long-range needs of a 
program as vital to the Nation’s health as is urban renewal? 

The city of Richmond has pioneered the principles of redevelopment from the 
initial Housing Act of 1949 and has undertaken several projects to date, three 
of which have been completed, four of which are still in process, two of these 
in the final execution stages. To date, the city of Richmond’s total Federal 
capital grant assistance has been $5,128,450. Though Federal aid has been of 
great assistance to Richmond, it has not been the only basis of local action. 
The city first relied upon its own resources, as indicated by the fact that three 
local aid projects have been completed to date, financed through the redevelop- 
ment agency by the city with the city’s own resources at a total combined ap- 
proximate project cost of $900,000. 

In addition to relying upon its own resources, the city has taken the lead in 
the State of California by initiating increment tax agreements with its local 
governments, pursuant to the State constitution redevelopment financing law 
(see. 19, art. 13). This law authorizes the use of all local government tax 
increments from a given project to cover the local share costs of the project 
by placing a prior claim on tax wealth produced from the increment-assessed 
wealth brought about by the development of the project. Under this formula, 
the city, like all local government units, pays its share of project cost in pro- 
Beeston to the percentage its tax rate bears to the total local government tax 
rate. 

Our 9 years of redevelopment experience has proved many things to us, one 
very important thing being that our total private and public resources cannot 
begin to meet the total net cost responsibilities of the redevelopment and urban 
renewal job which must be done in Richmond. Richmond will continue to need 
Federal assistance for the coming 10 years. If our efforts and experiences to 
date can in any way be considered as typical of the Nation’s cities of our size, 
ther we can state at least one thing right now—that if a program of Federal 
assistance to local governments on urban renewal cannot be established on a 
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long-term basis, then Richmond will have to seriousily curtail and even eliminate 
any substantial urban renewal program. Our most recent 10-year estimate indi- 
cates a possible need of approximately $12,842,000 in Federal aid. Thus, it can 
be seen that the city has an emphatic need for the continuance of Federal par- 
ticipation in this program to supplement its local, private, and public resources. 

The city of Richmond today is frank to admit that it has financing problems, 
the same ones, undoubtedly, that plague other U.S. cities, as well as the States 
and the Federal Government. Diminishing revenues and increasing demands 
for services have made it necessary for the city to closely scrutinize its present 
and long-range capital program. For the next 10 years the city foresees many 
community capital needs, only one of which is redevelopment. One easy way out 
would be for us to forget the need to continue to finance redevelopment projects 
and to divert the amount of money that would otherwise be needed for local 
share of project cost to satisfy some other community need, but, to date, the city 
has felt that the need to rebuild its city is as important and, in some cases more 
important, than its other community needs. This decision has also been stimu- 
lated by the faith shown in our city as evidenced by the Federal participation 
to date in our renewal and redevelopment program as well as the fine cooperation 
shown in the administration of this program by Housing and Home Finance 
Agency administrative officials. 

One of the city’s real problems at the moment is the need to get its remaining 
two projects now in planning stages into execution. Though the city’s present 
10-year estimate is $12,800,000, it feels that it must first do all within its power 
to get these two projects into execution. To do so will require a local share 
commitment of aproximately $1,400,000. This sum comes in addition to a recent 
commitment made by the city to provide some $800,000 of local cost for another 
project which is now in execution. 

These figures are large in proportion to the size of our city’s economy when it 
is considered that the city’s total annual budget is but $8 million. These figures 
are also important in the light of the fact that the city is confronted with many 
major deficiencies: grade separations, $6,800,000; storm drainage, $6 million; 
recreation, $2 million; and street deficiencies, $9 million. Recently, the voters 
of Richmond approved an $8 million sewer bond issue by the overwhelming, 
confident vote of 7 to 1. In addition, the city is presently completing the 
financing of a commercial development program at a net cost to it of some 
$800,000. 

In sum, therefore, it can be seen that the city has many major financial needs 
against which the financing of redevelopment projects must compete. It appears 
that the Federal Government today is also faced with much the same dilemma, 
trying to decide what its policy should be with respect to the financial support 
of urban renewal and redevelopment in relation to its other major competing 
needs. 

We submit, gentlemen, the thought that to ignore a realistic long-term program 
of Federal participation in an urban renewal program would be a step back- 
ward—a step that could bring about the inevitable decline of the American city 
and the weakening of the Nation, for in the American city lies the greatest share 
of the Nation’s present productive resources—human, physical, and financial. 
It remains for all of us to preserve and strengthen these resources through urban 
renewal, the best program yet conceived to do this job. 

The members of our citizens’ advisory committee on urban renewal and the 
members of our redevelopment agency join with our city council in this plea. 

Yours very truly, 
Cari F. Lyrorp, Mayor. 


OFFICE OF THE MAyor, 
Fresno, Calif., January 12, 1959. 
Mr. Patrick HEALY, Jr., 
Executive Director, American Municipal Association. 
Mr. Harry R. BeTrers, 
BPrecutive Director, U.S. Conference of Mayors. 


GENTLEMEN: Reference is made to your letter of January 2, 1959, regarding 
federally aided local urban renewal projects. The urban renewal program 
questionnaire you provided has been completed and is returned herewith. 

Together with other cities, Fresno suffers from the effect of the capital grant 
formula which is tied to 1950 population figures. Fresno is suffering on two 
counts as a result of this formula. First of all, the West Fresno project 1, project 
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No. Calif. R-35, had to be placed in a standby status regardless of the merit of 
the project. Secondly, the additional funds requested to carry out the South 
Angus Street project, project No. Calif. R-16, have been decreased $559,000 be- 
cause of this harsh formula. The Redevelopment Agency of the City of Fresno 
is appealing the latter action; however, this additional redtape will most cer- 
tainly delay the beginning of a most worthy project. 

We compliment the American Municipal Association and the U.S. Conference 
of Mayors on the strong stand being taken regarding this essential program. 
We wish both organizations the utmost success in representing Fresno and the 
many cities which are attempting to carry forward worthy urban redevelopment 
projects. 

If we may be on any further assistance to you in this matter, please don’t 
hesitate to call upon us. 

Very truly yours, 
ARTHUR L. SELLAND. 

Mr. Ratns. I note that we have a good many visitors here this 
morning and we are delighted to have them. As I look them over 
I believe most of them came here to hear the next witness. 

_He is a good friend and has appeared before our committee man 
times, as an outstanding representative of the savings and loan busi- 
ness in this country, Mr. Henry A. Bubb, chairman of the legislative 
committee of the U.S. Savings & Loan League. ' 

Come around, Henry, we are glad to have you here with our friends 
Steve Slipher and Bert King. We are delighted to have all of them 
here. 

We have your statement, Mr. Bubb, and you may proceed. 


STATEMENT OF HENRY A. BUBB, CHAIRMAN, LEGISLATIVE 
COMMITTEE, U.S. SAVINGS & LOAN LEAGUE 


Mr. Buss. Thank you, Mr. Chairman. 

My name is Henry A. Bubb of Topeka, Kans., and I appear here 
today as legislative chairman of the U.S. Savings & Loan League. 

As you know, we are having a legislative conference here and I see 
you have already recognized many of these people. They thought 
they would take advantage of this opportunity to attend this hearing. 

efore commenting on the bill in general, I would like to direct 
my testimony to title VIII, the savings and loan section. 

Section 801 would amend the Home Owners’ Loan Act to permit 
more leeway in the purchase of participation loans by Federal] asso- 
ciations. The participation loan program was authorized by the 
Federal Home ee ank Board in 1957, and is directed at distrib- 
uting home lending funds to these areas of greatest need. 

A savings and be association in an area of surplus funds pur- 
chases a half-interest in a loan originated by an association in an area 
where mortgage funds are in short supply. 

In this way, the association in the critical area can provide twice 
as many housing loans per dollar as it otherwise could. Although 
this program is quite new, several hundred million dollars worth of 
loans have been made, and it has been a very helpful program. 

Under present law, an association must include these participation 
loans in a category of special classes of loans which is limited to 20 
percent of assets, This amendment would establish a separate classi- 
fication for participation loans of 20 percent of assets, with an addi- 
tional provision that the participation loan category and the other 
special loan category could not exceed in the aggregate 30 percent 
of assets. 
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Thus, an association which reached its 20 percent ceiling in one 
category, would be limited to a 10 percent ceiling in the other 
cate vs 
e feel that this will give needed flexibility to the participation 
loan program without in any way endangering the safety of the insti- 
tution or changing the basic purpose of our associations. 

Section 802(a) is a technical amendment designed to clarify the 
insurance of accounts held in trust or in other fiduciary capacity. The 
amendment has been recommended by the Federal Home Loan Bank 
Board in connection with previous legislation before this committee. 

Section 802(b) is designed to assure married savers in community 
property States the same insurance of accounts > sacofas as is pro- 
vided married savers in noncommunity property States. 

This amendment has been requested by our institutions in commu- 
nity eg States for a0 | — and it has been introduced as 
separate legislation by several Congressmen from community prop- 
erty States, including Mr. Hiestand of this committee. 

Section 802(c) would increase the basic insurance of accounts from 
$10,000 to $20,000. I am aware of the statement the chairman made 
to a previous witness that this matter would probably be handled 
by separate legislation. We, of course, are anxious to accomplish the 
objective, but we leave it to the committee, Mr. Chairman, to determine 
the best way. However, I would like to give some arguments in favor 
of including the provision in this bill, if it is satisfactory with the 
committee. 

We believe that this would materially add to the supply of home 
financing funds because it would add substantially to the flow of sav- 
ings into our institutions and, of course, our institutions invest almost 
exclusively in home loans. ; 

Any provision that adds to the home financing supply is a very 
appropriate addition to a housing measure. The change would also 
reflect the substantial changes in the value of the dollar, national in- 
come, and personal income available for savings, which have occurred 
in the last decade. 

Exactly how much additional savings would result is, of course, 
impossible to ascertain. Studies have indicated that accounts rarely 
exceed the insured limit; partly because many investors are limited by 
law to the insured ceiling. any managers are personally familiar 
with people who will not even allow the dividend on a $10,000 account 
to remain with the association because it would exceed the insured 
limit. Other savers tell us frankly that they have more money to in- 
vest but don’t want to put it into the account unless it is insured. 

While many factors influence the volume of savings, our studies of 
the experience when the ceiling was last raised from $5,000 to $10,000 
in 1950, and an analysis of the status of our existing accounts, indicate 
that it is reasonable to expect the proposed change to bring a net in- 
crease of about $1 billion during the initial year of the higher ceiling 
and substantial further amounts for many years to come, 

Certainly, if we are to meet the tremendous housing needs of the 
1960’s, it behooves us to give serious consideration to every device 
which will add to the total supply of housing funds. 

Furthermore, this increase in home financing funds would be ae- 
complished without the necessity for establishing any new program 
or agency. The results would automatically follow the enactment. 
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There is one additional savings and loan provision which we would 
recommend for inclusion in the current housing measure. This pro- 
vision would permit Federal associations to loan up to 5 percent of 
their assets to builders for the development of housing sites. 

_One of the major problems facing homebuilding today, and par- 
pera the small homebuilders, is the acquisition and development 
of land. 

The small homebuilder, especially in the smaller towns, just does 
not have the capital to buy land and install the expensive water and 
sewage facilities and other improvements necessary for a well-planned 
community. 

There is a real danger that a situation will develop where a few 
well-capitalized groups will dominate the land development field to 
the detriment of both the builder and the homebuyer. 

Although some attorneys believe that the present statutes can be 
construed to permit Federal associations to perform this function, it 
will be highly desirable to clarify the issue and have this specific 
congressional action. It will enable the Board to modernize its 
regulations on this subject and adapt them to the current needs of 
the small homebuilder. 

The amendment would permit only those Federal associations with 
at least 5 percent reserves to engage in this lending and even these 
associations could never have more than 5 percent of their assets in 
loans of this type. 

The amendment specifically provides for rules and regulations by 
the Federal Home Loan Bank Board to control this type of lending. 
The amendment, of course, does not permit any ownership of land by 
the associations, or any construction or ownership of housing by 
associations. 

Most State laws permit this type of lending by State-chartered 
savings and loans and, in fact, these associations have far broader 
powers than those included in this amendment. This would merely 
permit an equalization of the powers of Federal associations with 
those of State-chartered associations. 

We feel this is one of the most important steps the Congress can 
take in dealing with the problem of land development by small 
homebuilders and we earnestly request your favorable consideration. 

If I may, I would like to submit an amendment we have drawn 
for the record. 

Mr. Ratns. We would be delighted to have it and we will include it 
at the end of your statement instead of at this point. It is language 
with reference to the amendment, is that correct ? 

Mr. Buss. Yes, that is correct. Thank you very much. 

Before discussing the other specific items in the housing bill, a few 
words of general comment are appropriate. 

Housing starts in December, the last month for which figures are 
available, reached the spectacular annual level of 1,430,000. Since 
there has never been a year in which 1,400,000 homes were built, it is 
obvious that this is a very high and satisfactory level. It is even more 
significant when consideration is given to the fact that new family 
formation is somewhat below the levels prevailing in the early 1950’s 
when previous peak levels in home construction were reached. 

Savings and loan associations loaned over $12 billion on homes in 
1958; an alltime record not only for the savings and loan industry, 
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but any home fiancing group. We are proud of the fact that this rec- 
ord lending volume spurred home construction and thus played an 
important part in ending the recession conditions which existed early 
in the year. We are confident that our institutions in 1959 will ap- 
proximate or exceed this record level of home financing. 

It seems to us that existing facilities and existing legislative pro- 
grams are in general working well and there is no need for any drastic 
new Federal programs of assistance. Certainly in the ordinary sin- 
gle-family privately financed sector there appears no urgent need for 
any stimulation by further Government action. 

Obviously it will be necessary to provide further authorization for 
FHA to carry forward that important program. Also, we feel that 
the increased interest rate under consideration for GI loans will prove 
helpful in attracting additional funds into the housing market, as 
well as assuring the availability to more veterans of these fine home 
loans. 

The league recognizes that the needs for the urban renewal pro- 
gram are quite separate and distinct from the general housing situa- 
tion. The mere fact of a high level of housing starts gives no as- 
surance that urban renewal work will progress satisfactorily. 

We do not have any dollar figure in mind, but we do support fur- 
ther authorization for the urban renewal program. In fact, we would 
point out that the less money expended in the sector of the housing 
field which can be served by private capital, the more Federal funds 
will be available for urban renewal. 

Traditionally the Federal National Mortgage Association has been 
the instrument for stimulating home construction. In view of the 
now probable increase in the GI loan rate to 514 percent, we feel that 
there will be no need for additional Fannie Mae funds as contem- 
plated under section 303(d). It seems indisputable that the rate in- 
erease for GI loans will produce additional financing far in excess of 
the $500 million provided in this section, and at no cost to the Federal 
Government. 

The committee is familiar, I believe, with the fact that the National 
Association of Home Builders, in advocating more FNMA funds, 
stated that it was doing so solely because the GI loan rate has not 
been adequate to attract funds. 

We want to commend the chairman for providing in the bill that 
the Fannie Mae purchases would not be pegged at par, but would 
be at a level necessary to stimulate reasonable credit. The league 
has always been opposed to the par purchase of FHA and GI loans 
by Fannie Mae. We consider this to be rather thinly disguised di- 
rect Government lending. 

Such a device, if it is ever to be used, should be reserved solely for 
use during periods of general economic recession. Even though our 
institutions can be the beneficiary under this program by selling loans 
to the Government at prices above their market value, we do not think 
it is in the public interest. 

In addition to this basic objection, it seems to us that market stimu- 
lation through FNMA increases the demand for housing and inevi- 
tably results in higher prices. 

One of the reasons that Congress is constantly confronted with re- 
quests for liberalized loan terms and mortgage market support is 
that the cost of housing has increased so sharply. 
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We are opposed to section 304 which would permit Fannie Mae 
to make loans on pledged FHA or GI mortgages. Several years 
ago there was a great deal of concern over the warehousing of mort- 
gages, even by private institutions. For the Government to engage 
in this practice is unnecessary and undesirable. We hope the com- 
mittee will not permit FNMA to embark on this costly and undesir- 
able new program. 

We also doubt the wisdom of any substantial increase in the ceiling 
for FHA mortgages. The present ceiling is $20,000 which represents 
a maximum loan on a house costing about $23,000, and when you 
deal in homes above this price level you are dealing essentially with 
upper-income families. 

f course, in terms of dollars of authorization and field staff there 
is a limit to the loans FHA can process, so if they are processir 
$25,000 and $30,000 loans, it slows up the processing of the $10,000 
and $15,000 loans. 

The league has other proposals, including a plan for a secondar 
market facility within the Federal Home Loan Bank System. Such 
a program is of a long-range nature and we do not feel we should 
ask the committee to include it in a housing measure designed for 
quick action. 

We do expect to offer it to the committee for consideration at some 
later date, along with other proposals which we think will be helpful 
in meeting the expected increase in housing demand in the 1960's. 

(The amendment referred to is as follows :) 


Home Owners’ LOAN Act oF 1933 


Sec. —. Section 5(c) of the Home Owners’ Loan Act of 1933 (48 Stat. 121), 
as amended, is amended by adding the following new paragraph at the end 
thereof : 

“Without regard to any other provisions of this subsection except the area 
restriction, any such association whose general reserves, surplus and undivided 
profits aggregate a sum in excess of 5 per centum of its withdrawable accounts 
is authorized to invest an amount not exceeding at any one time 5 per centum 
of such withdrawable accounts in loans for the development of land for pri- 
marily residential usage, subject to such rules and regulations as the Board 
may prescribe.” 


Mr. Ratns. Thank you, Mr. Bubb. That is a very clear, pointed, 
and concise statement and I am glad to see that the bill which I intro- 
duced is not too far removed from the thinking which you have ex- 
pressed here in your statement. 

I have about two or three questions and then I will move along to 
these other gentlemen. 


The bill which will increase the amount of insurance on your de- | 


posits will be introduced by the chairman of the full Banking and 
Currency Committee and will carry with it at the same time equitable 
and sane provisions for banks. 

It was included in this bill because this committee has to do with 
housing and savings and loan so that we will have some testimony when 
we do get down to it. 


A $20,000 insurance ceiling provision is in this bill. How many | 


of the advantages-which you cited for the $20,000 ceiling would be 
true if the ceiling were increased only to $15,000? In other words, 
what would that do if you didn’t go the full 20? 
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Mr. Buss. I would think the $15,000 ceiling would give many ad- 
vantages. Of course, the higher ceiling would give a few more, but 
we feel that $15,000 would be acceptable to us. 

Mr. Rarns. I have an idea the committee is going to want to settle 
on the $15,000 ceiling and go up $5,000 in a step, which is what they 
did the last time. You think it would be beneficial even at $15,000. 

Mr. Buss. I think there is no doubt about it. I think this commit- 
tee and other committees interested in housing must look at it this way, 
if we are going to build 2 million homes a year during the decade of 
the 1960’s we must find some other way to get more money into the 
savings and loan associations. 

Of course, when the money comes into a savings and loan, as you 
know, it all goes into housing which isn’t true in most other financial 
institutions. 

Mr. Rains. Now, the section that is in the bill was in the bill that 
we had last year with reference to community property States. Ac- 
tually, all that does is to clarify the rights of the married savers 
rather than make any basic change in the insurance, isn’t that correct? 

Mr. Buss. That is correct. 

Mr. Rarns. That has always been promoted before our committee by 
Mr. Willis, of Louisiana, and Mr. Heistand, of California. 

As the law is presently constituted, I understand they have some 
disadvantage in the community property States. 

Mr. Buss. That is correct. 

Mr. Rarns. Now, you covered the subject of the development of 
raw land. There has been mentioned before this committee the idea 
of having the FHA enter into the field of insurance of unimproved 
land development, specifically for housing. 

What do you think of that kind of worn, sl ? 

Mr. Buss. It would be perfectly all right with us to have the FHA 
do it, too, but we think it should he done for conventional loans. As 
you know, many of our associations do not make FHA loans. 

Mr. Ratns. You think that 5 percent—in other words, you are not 
asking for a big cut off the savings which you have in your institutions, 
but you recommend that 5 percent allocated to that would be a suffi- 
cient maximum ? 

Mr. Buss. I think that should be the maximum, yes, sir, that is 
right, because I also stated that no association with less than 5 percent 
of reserves should be able to participate. So frankly all they are do- 
ing is loaning their reserves, that is what it amounts to. 

Mr. Apponizio. Mr. Bubb, I want to talk about this provision which 
would permit Federal associations to loan up to 5 percent of their 
assets to builders for the development of housing sites, I have heard 
some complaints that Federal savings and loans are not able to do an 
adequate job in trying to help the builder acquire the land, install the 
services necessary for homesites. 

Would you care to comment about that ? 

Mr. Buss. Yes, I would. 

You are absolutely correct in what you have heard. Asa matter of 
fact, the small builder is practically out of business on account of 
that. 

As you know, in the cities in your own district, which is true of 
the cities everywhere, there are practically no sites available for the 
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average small builder that he can pick up and build a house on. I am 
talking about the little fellow that built from 2 to 10 houses a year. 
The only people that are in the building business now are those home- 
builders that have made a million or two or three or four since the 
war where they can afford to go out and buy a tract and develop it 
and put in all the streets and sewers and water and gas themselves. 

We have just got to find some means of keeping this small home- 
builder in business. Under the present statutes, at least the way they 
construe them, Federal savings and loan associations cannot make a 
loan on raw land for any purpose, which, of course, is a detriment to 
the small homebuilder and also to purchasers, and it keeps some houses 
from being built that otherwise would be built. 

I think it a very important thing. 

Mr. Apvponiz10o. What I am interested in knowing is whether you 
people can do the job properly. 

Mr. Buss. Certainly we can do the job. Asa matter of fact, I would 
imagine about—I don’t have these facts with me, but certainly the 
great majority of the small homebuilders do business with the sav- 
ings and loan, because we are the type of institution that those people 
come to. 

Mr. Apponizi1o. One of the other points I would like to raise is that 
from time to time we hear people indicate that there should be greater 
participation by union pension funds in the housing field. I was 
wondering whether your organization had given any thought to some 
amendment to the insurance feature of the law whereby unions could 
invest their pension funds in the savings and loan up to $10,000 per 
member, say. 

Mr. Buss. One of the past presidents of our league has developed 
an insured—an insured-accounts fund, which most of us participate 
in, which has been approved by SEC where unions and everybody 
else, all kinds of pension funds, anybody that has money to invest, can 
invest in this fund, and they apportion it out to the various 
associations. 

That just got started about 3 or 4 monthsago. Plus the fact that I 
know a lot of individual associations that have written to unions for 
the investment of these funds, including my own. 

Mr. Apponizio. That example that you gave, is that covered by 
insurance ? 

Mr. Buss. Yes; yes, it is. 

Mr. Apponizio. Thank you; no further questions. 

Mr. Rarns. I won't ask the question, but I hope somebody will go a 
little further into this participating feature with other associations. 
I would like for that to be developed a little further, I yield now to 
Mr. McDonough. 

Mr. McDonovueu. I appreciate the suggestions you made, Mr. Bubb, 
on the various proposed amendments for the use of additional funds 
of the savings-and-loan associations. I notice you say nothing about 
the use of funds for community facilities, the financing of community 
facilities. 

Hasn’t that been a matter of consideration by the savings-and-loan 
associations in connection with their land development? I don’t mean 
the purchase of raw land, but the financing of community facilities in 
various cities. 
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Mr. Buss. In urban renewal projects or generally ? 

Mr. McDonoven. No; not especially urban renewal. Financing 
sewage systems, some assured facility that is needed by the city that 
is now financed from other sources. 

Mr. Buss. I think that would be covered by the amendment that I 
am going to introduce, which you have accepted at the end of my 
testimony, where we say the development of raw land, I think it could 
be construed that that could be done, also. 

Mr. McDonovueu. Well, the development of raw land, that is tak- 
ing raw acreage for the purpose of tract development and providing 
storm drains and sewage and any other facilities necessary, gaslines, 
and other things of that sort, highways, curbs, and so forth. 

What I have in mind is a city that may need a new storm drain 
facility in an existing residential area. 

Mr. Buss. You would have to change our charter, I think, before 
we could do that. 

Mr. McDonoven. But as I understand it, there has been some 
thought then applied to that by members of your association ? 

Mr. Buss. I think we had better stick to home loans and take one 
step at a time and get permission to develop land for home loans be- 
fore we get into that, Mr. McDonough. 

Mr. McDonoven. But you do think that the development of raw 
land is a function that you should be privileged to participate in ? 

Mr. Buss. I think it is a very serious one if we are going to be able 
to participate with the construction of more and more homes all the 
time; yes, sir. 

Mr. McDonovan. You didn’t say anything about the prevalent 
situation as far as inflation is concerned. Do you think that this bill 
as it is now written is inflationary ? 

Mr. Buss. Of course, if the money was appropriated for Fannie 
Mae that is in the bill and one or two other items, why certainly it is 
inflationary. 

Mr. McDonovueu. You heard the testimony of the previous witness 
on behalf of American municipalities in which they ask for $600 
million a year for 10 years which would be a $6 billion obligation for 
urban renewal. Do you think that would be inflationary ? 

Mr. Buss. Yes; I think it would be two much, inflationary 

Mr. McDonoveu. You didn’t state urban renewal in your testi- 
mony, you did state urban renewal is a necessary function. Now the 
question this committee has got to determine is the annual amount of 
contribution to the cities for urban renewal without getting—without 
adding to the inflation. I think we can all agree that we are in more 
or less an inflationary status at the present time; aren’t we? 

Mr. Buss. Yes; there is no doubt about that. 

Mr. McDonovcu. Now, the question we have to determine is what 
amount we could make in annual contributions to the cities for urban 
renewal without becoming inflationary. The president has said $1,350 
million for a period of years. We would like some advice on that. 
Have you got any suggestions? 

Mr. Buss. I think that depends on how much you allocate to these 
other items, how much you got left over for urban renewal. Certainly 
I don’t want to advise the committee on that. y 
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Mr. McDonoveu. In other words, you leave the figure open as far 
as urban renewal is concerned ? 

Mr. Buss. Yes. I think so much money can be appropriated, if 
you are going to live within the budget, and it depends upon how 
much money you appropriate for other matters. 

If you don’t have to appropriate anything for Fannie Mae with 
the GI interest rate being raised, frankly that would leave more 
money for urban renewal. That is why we left the figure open. 

Mr. McDonovueu. Do you think we should take the limitation off 
the authorization of FHA ? 

Mr. Buss. The limitation off the authorization? Yes. 

Mr. McDonoveu. In other words, instead of stating as the bill now 
reads, $6 billion, and then come back to the Congress and ask for 
more at a later time, you think it ought to be taken off 

Mr. Buss. It has always been extended anyway. Certainly it is 
here to stay. I see no reason why it shouldn’t be taken off to save 
you the trouble of going through the process every year. 

Mr. McDonoven. I think you made a fine statement. I appreciate 
the recommendations you have made. That is all I have, Mr. 
Chairman. : 

Mr. Buss. Thank you, sir. 

Mr. Ratns. I have to say that what Mr. Bubb has said about tak- 
ing off FHA and going off into infinity, presents some practical 
problems. 

One of them is the Congress of the United States, whether they 
do the right thing or not, like to look at these programs every 
year. The other thing is if we did that, we might not be able to 
get any of these savings and home amendments through unless we got 
some other things that carry them along. 

Mr. Buss. I will say this, as the chairman knows, I wish last year, 
along about in August, that FHA hadn’t gotten their full appropria- 
tion. 

Mr. Rarns. It would be very helpful. 

Mr. Buss. It would have been very helpful at that time. I just 
didn’t want to get into FHA’s field. 

Mr. Rarns. I will agree with you that FHA is going to be a con- 
tinuing proposition. I am sure the Congress will see to that. 

Mr. Barrett ? 

Mr. Barretr. No questions. 

Mr. Rats. Mr. Widnall? 

Mr. Wipnai. Mr. Chairman. 

Mr. Bubb, we all are very pleased to have you here as a witness, 
as you know that you will always offer good, sensible testimony that 
is addressed to the housing needs of our Nation. You mentioned the 
insured-accounts fund. I think I heard of that the first time at 
the convention that I attended up in New England last year. 

Now, how does that operate ? 

Mr. Buss. I will let Mr. Slipher explain that. 

Mr. SiieHer. Without going into all the technicalities, what hap- 
pens is let’s say you have a million dollars you want in savings and 
loans. You put it in the insured-accounts fund and you get a certifi- 
cate representing that million dollars. The million dollars then is in- 
vested solely in savings and loan accounts up to the $10,000 limit and 
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in certain Government securities, so that all of your fund is insured or 
in Government accounts. You don’t have to go to the trouble of 
collecting the dividends, you get an average rate based on what all 
the savings and loans pay. It might come out to, say, 3.4. And it is 
completely insured. 

The SEC has approved it, and they are just getting started. They 
have a prospectus out. But the idea is so that someone with a million 
dollars will not have to go to 10 or 110 different savings and loans 
and sign cards and receive dividends and keep track of management 
policy. In just one transaction you can invest a million dollars 
knowing that it is completely insured and you get an average dividend 
rate. 

It is designed for the big investor and we think, after the bugs get 
ironed out, it will prove very handy, and maybe one of the devices 
for bringing in this union money. Also on that union-money question, 
this secondary-market proposal of ours, without going into details, 
also is designed to get some union money. 

Mr. Buss. I might just add, my association is a member. About 
all I know about it is that it is a private, nonprofit organization. 

Mr. Ratns. What actually happens is that your savings and loan 
association acts as your investment broker, so to speak, and that is all 
that it is and you get all your mortgages in one big package. I can 
see how that could attract investment of large sums whether they be 
pension funds or whatnot. It sounds like it has some good 
possibilities. 

Mr. Wwnatt. Is there any function that the savings and loan asso- 
ciations can perform in the urban renewal field, Mr. Bubb, and make a 
major contribution ? 

Mr. Buss. Yes; we could make loans on rental housing in urban 
renewal areas if we had the permission to do so. 

Mr. Wipnatt. You also can help in a major way in relocation of 
families, too ? 

Mr. Buss. That is right. That is what I mean. Many families will 
be relocated into rental housing, as you know, and we don’t have 
the right to make the high percentage loans that would be necessary 
for that at this time. 

Mr. Wipnatt. I often think we ought to explore a little more fully 
the relocation of many thousands more families out of the specific 
area that they are presently in, concentrating more on some high-speed 
transportation from the country back into the cities and developing 
new communities. 

It seems to me there is a tremendous field in the future for that. 
There is too much emphasis on the fact that because a person lived 
in A place or B place, he still has to live in A place or B place, whereas 
if he could have adequate transportation back to where he has been 
working, a new form of economical transportation, you might be able 
to develop further some fine communities where they would have far 
more living room and breathing space than they have today and the 
construction wouldn’t have to be in multiple-family housing. 

Mr. Buss. That is correct. 

‘Mr. Wipnatn. I understand in some States the State-chartered in- 
_ stitutions are permitted far broader power than you are suggesting 
| here; is that right? 
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Mr. Buss. Oh, yes, many States; savings and loan associations can 
build houses, they can buy the land, own it, build houses, and sell them, 

Mr. Wipnauu. These are the State-chartered associations ? 

Mr. Buss. State chartered; yes. All we are asking the Federal is 
just for the right to loan to others to do that. But there are many 
States now where they have the right to buy the land, build the house, 
put in the sewerage, own it, sell it, take the profit, if any. 

Mr. Wipnatt. Has the program been in effect long enough so that 
there is any experience that can be demonstrated ? 

Mr. Buss. Yes; it has been in effect 10 years in Michigan, and I 
don’t know how long it has been in effect in California. Maybe Mr. 
McDonough knows. I don’t know. California is one of the States, 

Mr. Wipnatt. That isall. Thank you. 

Mr. Buss. Thank you. 

Mr. Ratns. Mrs. Sullivan. 

Mrs. Suutiivan. No particular questions, except to say that Mr. 
Bubb, as usual, has given us very good testimony. Thank you. 

Mr. Rats. Let’s ask another question or two about this proposition 
of several savings and loan associations participating outside the 50- 
mile limit. Just what would be the benefit of that, Mr. Bubb, if that 
were to be included ? 

Mr. Buss. Well, of course, the main benefit of it is, Mr. Chairman, 
that it takes money from where you have got a surplus of money and 
puts it into an area where you have a surplus of loans and not enough 
money. 

For instance, just getting back to a personal case, my association 
has purchased $5 million worth of participation loans in California. 
As Mr. McDonough knows, California always has a shortage of 
funds. A growing State like that does not have enough capital. It 
takes money from the short capital—from the large capital areas 
and puts it into the short capital areas of the country. It has been 
one of the finest things the Federal Home Loan Bank Board has done 
for housing. 

Mr. Ratns. Mr. Ashley ? 

Mr. Asutey. I was just wondering about your statement a little 
while ago that the amount of money suggested for urban renewal 
would, over a period involved, be inflationary and therefore in your 
view was too much. You don’t think that inflation is a bad thing, do 
you, a little inflation ? 

Mr. Buss. Yes, I do. 

Mr. Asuixry. Over a period of time? 

Mr. Buss. Yes, sir. 

Mr. Asuiry. Don’t you think that in a period when our population 
is increasing there has got to be an increase in the money supply ? 

Mr. Buss. Certainly there has to be an increase in the money supply. 
But I though you asked me, Mr. Ashley, if I didn’t think inflation was 
a bad thing. I think inflation robs the poor and the rich alike. 

Mr. Asutxey. We won’t get into definitions of inflation. But most 


of the economists that I have access to, they consider an increase in | 


the money supply of 214, 214 percent a year, to be a proper amount of 
inflation. In other words, if I wanted to really get into this with you, 
I would say that you are a little inconsistent, because you certainly 
want more money available to you in the years ahead to meet the 
expanding demand for housing, don’t you? 
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Mr. Buss. We want more people to invest more money with us; yes, 
sir. That is true. We are not asking you to print the money; we 
hope to get it from where there are other sources, from where they are 
putting now. But your statement is correct on increasing the money 
supply, but you must increase the productivity with it, if you increase 
the productivity with the increase in the money supply, why, of course, 
you don’t have inflation. 

Mr. Asutry. The second thing I wanted to ask: Your comment 
that it is indisputable that the rate increase for GI loans will produce 
financing far in excess of the $500 million provided in the bill before 
us, at no cost to the Federal Government. If we are getting ourselves 
into a period of tight money, as would seem to be the case with the 
interest rates and securities as they are, do you really feel on the basis 
of past experience that without any special assistance there is going to 
be this additional financing available? 

Mr. Buss. We estimate, savings and loans this last year made about 
$500 million in GI loans. We estimate that next year or this calendar 
year, if the rate gets into effect soon enough, let’s say 12 months 
after it goes into effect they should make a billion and a half. Now, 
that is just our part of the financial structure on home loans. But 
we feel they should loan another billion, with 514 percent rate over 
434. I don’t know. We may be wrong, but that 1s what we have 
estimated it on, by going back to when it was raised before and check- 
ing the amount of business done then and what they did this last 
year and what they did after the last raise. 

Mr. Asutey. Well, that surprised me a little bit. You know a 
lot more about it than I do. But I remember the last tight money 
sequence that we got into, and what we found, as I recall it, at least, 
was that the home building sector of our economy really got shorted 
as far as credit is concerned and that what credit was available went 
mainly into conventional and certainly FHA mortgages, and not to 
your Gl’s, which were then I think 414. So if we are in another 
period of tight money, I don’t see why, again, the GI mortgages 
wouldn’t be the least attractive of any, and certainly where there 
would be the least activity. 

Mr. Buss. Of course, I doubt if this will be as tight. But if you 
will remember the last time, conventional loans did not fall off appre- 
ciably. FHA and GI, if you remember the chart I presented before, 
came way down. 

Mr. Asuiey. That is what I was saying—GI practically is non- 
existent. 

Mr. Busp. That was because of the fixed interest rate, and insurance 
companies don’t like to make them. 

Mr. Asury. You still have a fixed interest rate and still have tight 
money. 

Mr. Buss. Yes, but it is 544, which is certainly getting pretty close 
to the prevailing cost of money. I hope it doesn’t get much tighter 
than it is right now, but I don’t know. My crystal ball is a little 
cloudy when it comes to this cost of money. 

Mr. Astutey. That is all, Mr. Chairman. Thank you. 

Mr. Ratns. We have sitting with us here, gentlemen, a new member 
of the Banking and Currency Committee, Mr. Derwinski, of Illinois, 
who I understand is in the savings and loan business. Is that right ? 

Mr. Derwinskt. That is right. 
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Mr. Ratns. I imagine we will be hearing from the savings and 
loanallalong. [Laughter.] 

Mr. Rats. It is a real pleasure to have you gentlemen here. 

Mr. McDonovuaeu. Mr. Chairman, we also have a former Member 
of Congress and a former member of this committee who is in the 
business, sitting in the audience, Charlie Fletcher. 

Mr. Rarns. Stand up, Charlie. We will give youahand. Glad to 
have you back. [Applause.] 

Mr. Rarns. Thank you, gentlemen, very much. Weappreciate your 
anporrenee this morning. 

r. Buss. Thank you very much. 

Mr. Rains. We will take about a 3- or 4-minute recess. 

(Short recess taken. ) 

Mr. Apponizio. The meeting will come to order. 

Mr. Rains, unfortunately, is on a long-distance phone call. He 
will be here shortly. He has asked us to commence the meeting. 

I believe our next witness is Congressman Rivers, from the great 
and new State of Alaska. Weare very happy to see you here and we 
are very happy to have your testimony. 


STATEMENT OF HON. RALPH J. RIVERS, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF ALASKA 


Mr. Rivers. Thank you, Mr. Chairman. 

As identification, I might say that I have spent nearly all of my 
life in Alaska and have been attorney general and talked about this 
housing problem to many of the people interested, before I left 
Alaska. I am going to ask that certain statements supporting this 
legislation be put ay a reference. I am going to try to save as much 
time of the committee as possible. 

Mr. Apponizio. We appreciate that. That may be done. 

Mr. Rivers. And I do appreciate the opportunity of being heard 
here this morning, in support of the housing legislation submitted 
by Representatives Rains and Kilburn, H.R. 2357 and H.R. 3319. 
The statement that I have prepared showing the position of Alaska, 
in support of this legislation, is written, and I would ask that it be 
included as part of my remarks at this point in the record. 

Mr. Apponizio. That may be done. 

(The statement referred to above is as follows :) 


STATEMENT OF CONGRESSMAN RALPH J. RIVERS OF ALASKA, ON HOUSING 
LEGISLATION 


Adapted from joint statement of Senators Gruening and Bartlett before the 
Senate Banking and Currency Committee on Wednesday, January 28, 1959 


During the past 20 to 30 years, many States in the United States have been 
confronted with the problems associated with unprecedented growth of popu- 
lation and industry. Many of these cities have been faced with a decreasing 
supply of adequate housing in the face of the overwhelming demand brought 
about by swelling population, shifts in population, and increased household 
formations, as well as the demands arising from the desire of our families to 
raise their general standards of living. We in Alaska, during the past decade, 
have been particularly aware of the problems which accompany such an influx 
of population and which affect an evolving economy. 

We Alaskans, in America’s land of the future, are fortunate, however, for 
we can benefit from the experiences of so many of the great American cities. 
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We can avail ourselves of numerous modern tools for planning and building 
our communities; and perhaps we can avoid at least a few of the pitfalls of 
some of these older cities. 

We have today urban renewal projects in three of our cities—Anchorage, 
Fairbanks, and Ketchikan. Here we are rehabilitating some of the older 
sections. Similar urban renewal projects in Alaska cannot well be accom- 
plished without some of the assistance which Federal urban renewal legislation 
would provide. 

All of the components of the national housing program have, in the past, 
been important to Alaska. Now, more than ever, with our anticipated growth 
and expansion, the various programs of urban renewal, low-rent housing, FHA 
insurance, and Fannie Mae are important, very important. 

Under the Alaska Housing Act of 1949, we made a good deal of progress in 
housing construction. The Alaska Housing Authority has indeed successfully 
used all of the tools at its disposal. In fact, as of about 4 years ago, we in 
Alaska had begun to think that the housing shortage built up during the Second 
World War had been eliminated for all practical purposes. 

During the past 8 years, since the 1950 census, our State of Alaska has experi- 
enced an increase of population of almost 80 percent. This increase, and the 
inevitable increase in population for which statehood has given an impetus, 
will again point a long finger at housing inadequacies in our State. 

Problems exist with regard to four major areas of housing. 

1. We are particularly in need of a larger supply of moderately priced housing. 
Mr. Daniel J. Doswell, of the Alaska Lumber & Pulp Co., and Mr, Fred Griesland, 
president of the Sitka Chamber of Commerce, have urged me to point out to this 
committee a particular housing emergency at Sitka which is currently looming. 
Mr. Doswell has written me: “We plan * * * to have approximately 600 per- 
sonnel in Sitka and vicinity before the end of 1959, At the moment, there is no 
housing available.” 

2. We are in need of a secondary mortgage facility. As you well know, Mr. 
Chairman, the authority of the Federal National Mortgage Association with 
regard to Alaskan housing is limited to the purchase of mortgages insured under 
FHA sections 203(b) and 203(i), and 222. Multiple-family rental units are not 
included. If we are to attain a well-balanced, stable economy, we need people, 
creative people, energetic pioneers, to help develop our industrial and com- 
mercial resources. And people need decent housing. 

3. Tourist housing. I have discussed this matter separately in my remarks 
before this committee and I consider this matter of relative urgency. 

4. Expansion of the University of Alaska. The president of the university, 
Dr. Ernest N. Patty, sent me a telegram this week in which he pointed out that 
“the census of Alaska high schools indicates that our enrollment will double 
within the next 3 years. This presents a different problem to provide physical 
facilities and faculty to meet this unusual situation.” §. 57, which makes pro- 


‘vision for loans to be made for college housing developments and the construction 
of such college facilities as laboratories, would be of particular significance to 


the University of Alaska. 

The university is a small but growing one—and I would like to mention, as 
a matter of interest, that it is the most northern institution of higher education 
in the world. In getting started, the university has encountered certain difficul- 
ties ; first, in securing the same benefits of Federal aid available to other such pub- 
lic institutions ; and, second, in meeting the needs of a growing population in a 
new State. Probably more than any other State university in the country, the 
University of Alaska needs the encouragement and financial underwriting which 
the loan programs of Sentaor Sparkman’s bill would afford. 

Stated in simple terms, the basic legislation being considered here today is 
of utmost importance to the State of Alaska. It is of utmost importance to 
the development of all of our 49 States. If I may speak parenthetically for a 
moment, I should like to suggest that the extensive defense programing which 
the administration, and indeed all of us, feel is necessary, is directed toward an 
adequate defense of this country in the event of a hot war. But we must not 
overlook, Mr. Chairman, we dare not overlook, that for all practical and im- 
practical purposes we are today engaged in a cold war. The free world can 
just as easily freeze to death in a cold war as it could blow itself to kingdom 
come in a hot one. I personally do not like the term “cold war,” and we may 
call it what we will, but the present situation reflects an economic life-and-death 
arene with a whole section of the world. National survival, then, becomes 
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The President, in his interesting document, “The Budget,” presents a program 
for fiscal year 1960 which overlooks the proper proportion of Federal responsibil- 
ity toward the development of the national economy. It overlooks the Federal 
responsibility to provide a proper Federal concern for the general welfare of the 
people in the context of their everyday peacetime living. As if the President 
wanted to sugar-coat this divorce of the Executive from its responsibilities, he 
hesitates to make it plain that he favors the complete abandonment of Federal 
activity in such vital areas as urban renewal. On page M-—15 of the “Budget,” 
this sugar-coating is passed off to the American people and to the Congress as the 
“expansion of non-Federal participation.” We all agree with the general premise 
that we must “expand non-Federal participation,” but, if we are to make this 
country as strong and energetic as our national traditions demand, we must 
expand not only the non-Federal but also the Federal participation in these vital 
programs. Within the tradition which has developed since the founding of this 
Nation, the Federal, State, and local governments must cooperate to make this 
country a better home for all and to secure firm foundations for our democratic 
way of life. 

Alaskans will, in the near future, be especially in need of additional services 
from the Federal National Mortgage Association. The banking and lending in- 
stitutions of our State are not equipped to handle the full financial load attendant 
on a full-scale housing program, in addition to meeting the individual require- 
ments of industry and commerce. 

While, as I have said, we have in the past made substantial progress in hous- 
ing construction, we must have a full-scale building program—including hotel 
and resort accommodations, as well as dwelling units. 


In achieving such a well-rounded program, Federal assistance in the form of 


loans, a secondary mortgage market to facilitate the flew of mortgage funds, and 
FHA mortgage insurance will be of immeasurable help. The administration con- 


tinually amazes me as it suggests, over and over and over again, that we reduce: 


the domestic programs which are needed in the United States and never suggests 
anything but more and more spending in these very same areas for aid to foreign 
countries. If the development of other nations, economically and militarily, is 
important to the free world, is it not all the more important that the United 
States have solid programs, forward-looking and active, in the areas of individual 
concern to our own people? 

In this connection, I want to make it clear that I do not think that foreign aid 
ean be or should be reduced, but I want to strongly state that the Federal Gov- 
ernment should show at least the same concern for its own people that it shows 
for those of other countries. This is not being selfish, although I believe a nation 
can well afford to be at times, just as a nation can well afford to be generous 
when it serves the national interest so definitely as in the instance of foreign 
aid. Instead of cutting back on urban renewal, housing development, school con- 
struction, etc., I believe that we should greatly expand Federal activity in these 
areas in which the Federal Government has a responsibility to cooperate. 

We are happy to note that S. 57 contains a provision which extends section 
305(b) until 1960—a consideration which greatly benefits Alaska as well as other 
States. 

In conclusion, permit me to state, and Senator Bartlett joins me, that I be 
lieve it is important that we in the United States show ourselves and the whole 
world that America is just beginning, that America is still growing and evolving. 
But, more important than proving to the rest of the world that we are what 
we are “cracked up to be,” I believe, is that we continually search our national 
conscience and that we always act with a proper perspective and respect for our 
principles. It is important to our national character. 


Mr. Rivers. Now, Mr. Chairman, in addition to supporting that 
legislation in general, Alaska does have a special problem, and that 
has to do with the overwhelming number of tourists who will descend 
upon Alaska thissummer. The Alaska Visitors Association has made 
a survey of the situation and it shows that during the months of 
July and August of last year, the deficiencies in our tourist needs over 
facilities was 2,000 units, and a unit in this context means sleeping 
accommodations for one person. 

It has been conservatively estimated that this year, from January 
to October, there will be 104,000 visitors to Alaska, as compared with 
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$7,000 last year, an increase of 17,000 people. And this means that 
in the next 9 months we expect to have almost half as many tourists 
visit Alaska as our total population. Alaska’s having attained state- 
hood has stimulated a tremendous interest in the new State, and it 
seems that nearly everyone I talk to wants to take a trip to Alaska. 

The Alaska Visitors Association has also estimated that this year, 
during the months of July and August, there will be an estimated 
20-percent increase in visitors to Alaska, and it is otherwise estimated 
by people who have a slightly different viewpoint that it may be 
nearer to a 50-percent increase in the number of tourist visitors to 
Alaska this year. This means during those months there will be in 
Alaska at least. 73,000 visitors, and the daily sleeping units needed 
will be over 2,500 short, an increase in the shortage of over 500 from 
last year, and last year we had some people sleeping on the back seats 
of their cars. 

Now, Mr. Chairman, this matter is being approached by suggesting 
an amendment which would allow vacancies in 608 and 207 structures 
to be used on a temporary basis to endeavor to accommodate those 
tourists, or as many of them as can be accommodated, say for the 
coming several summers, and on the basis of legislation that would 
make this possible. 

Now, the thought is to make this idea apply particularly to Alaska. 
With the collaboration of the Alaska Senators on the Senate side, I 
have devised a proposed amendment, and it would be an amendment 
to section 513(b), title V, of the Housing Act of 1954, to provide, that, 
for a period of 5 years from the enactment of this act and notwith- 
standing any other provisions of this act, the Commissioner shall 
permit existing multifamily housing with respect to which a mort- 
gage is insured under this act to be operated for transient or hotel pur- 
poses if the Commissioner finds with respect to such housing that 
the vacancy ratio thereof has for at least 1 year been at least twice as 
high as the national average of vacancies in multifamily housing with 
respect. to which mortgages are insured under this act and that ade- 
quate assurances be given that despite the operation of such housing 
for transient or hotel purposes preference will be given in leasing 
living units therein to permanent tenants. 

Now, Mr. Chairman, the figures that I read about the housing 
shortage from the report of Alaska Visitors Association I support 
by this letter from the Alaska Visitors Association, which I would 
like to submit for the record at this point. 

Mr. Apponiz1o. That may be done. 

(The letter referred to above is as follows :) 


AVA Activity Report, DeceMBeER 1, 1958 


Dear AVA Member: “Coming events cast their shadows,” and if you, the fine 
membership of the Alaska Visitors Association, will analyze these shadows and 
act on them it will make you rich. 

The word “progress” may not be used often, but it will be continually suggested 
because such is the “true” nature of his report. 

1. The office has had a continuing growth in the number of inquiries. All are 
processed—those needing general information get brochures, mimeographed 
sheets, or appropriate manuals. A great number get personal attention and 
specific answers that many times require research. : 
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The office staff has promoted many events that have given us national and 
travel industrywide recognition. Just a few are: 


Miss Alaska, in the Atlantic City beauty contest. 

Abraham & Straus, Brooklyn’s largest department store, exhibit: 60,000 people 
viewed it daily. 

American Hotel Association Convention: Alaska seafood dinner. 

Contra Costa Sheriffs Posse, 1959: Expenditure of $223,000. 

Exhibits for American Legion, Veterans of Foreign Wars, Health and Welfare, 
National Education Association, American Cancer Society: All national con- 
ventions. 


The office has hosted many national and international representatives of gov- 
ernments, the press, magazine publishers and writers, steamship officials, Inter- 
state Commerce Commission, and three Governors. 

All of the above, and much, much more, has increased the space devoted to 
Alaska in newspapers, trade papers, and magazines. 

2. Two surveys were conducted during July and August. The first, a survey 
of visitors leaving Alaska. Here are some of the results: 


Months of survey, July 1-Aug. $1 




















EEE EIS SS ET TS Seen eae 7, 048 
Method of transportation : 
Skate tated Db aA? RE RAE eS Pa SP BS a ae Ok We SE Re Ra PER ae Pe 8, 688 
Meee ee ee a a eee 2, 903 
ie ah ERAT sc a eee Oe fee 449 
es LRM ele os a Pe oe ee ee Se ane a 8 
Time spent in Alaska—average stay (days) -~--------------------- 15.9 
eens Wanner emanate Se ee $1, 698, 568 
What prompted interest : 
i ee hE ls 5 slepademetdumewen 609 
Articles on Alaska_-_ ELLE Oe ae ee oe 534 
hr cared sibs re ti ensiace csigtoviromep ante, 6 Bead fit psedteemmeaeo ett 529 
TL OSSLARES 2 ft PS DER O08 SR HLS Ae 0s a | Pe LO OPEL EERAT ES 445 
| ETS Ee TERE SELES! BE SPE ets Oe RAS ATs PRL EE A NEP Pe Te 259 
RR MEL NS, Se A LIE PS Lee a na 206 
EE Et ah, aE CN, SESE ee Ua 1 eee ae ae een Oy a 162 
Teen ne ene ssa nb cnctins goes ek micnitegees eens ocd eed dum 78 
penny UNIO EY ce te ee eb 2, 822 


Would you recommend an Alaskan vacation? Yes, 6,961. No, 87. 

We then had space for suggestions, asking for constructive criticism, and the 
information on these cards is of inestimable value if we use it and try to cor- 
rect the faults—and we have them. 

Please let me point out a fact that could stimulate activity in the cities near 
our military establishments. Of those 2,822 who answered why they came, it is 
worthy of note that “friends, 609, relatives, 529, and been here before, 445” con- 
stitute 56 percent of the total. I do not have proof but sincerely believe that 
this group primarily is made up of servicemen, their relatives, and friends. 
The AVA will make a special effort to supply our service personnel with litera- 
ture that can be sent home. Individual cities should make this a project of 
their chambers of commerce. 

The second survey came about through written criticism (on file) about 
accommodations. It was our good fortune to get the following results because 
of very fine cooperation from hotel, motel, roadhouse, and apartment owners. 
We sent a questionnaire to 34 hotel owners and 27 answered. We sent 58 ques- 
tionnaires to motel, inn, roadhouse, ete., owners and received answers from 36. 
This means that 63 answered out of 92 requests, or a wonderful percentage of 
71 percent returns. Here is what we requested from the owners: 


Nl ibe ad i ebiaeenedcustinweaditbe dee 
EET ESSELTE ENE EE ED a AS PERE Sere gwen SOEs ev ereY ya ee yee gee 
Address Ree eer: ernT Reem 





Number of rooms (with bath) single --__-_-_-_-_______ el EE Satelite 
Number of rooms (without bath) single _._._._._._______ esheets ae 
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Pemeurant .......0--<--~ seats how many 
Do you plan expansion? ~____-_- es 
IP PORE, GI a a ant -ci anime cc iinet acai acne eat 
When? a * 
This is what we learned (remember, 71 percent answered) : 


3,756 sleeping units available daily. 

248 new units to be in service by summer, 1959. 
1 new restaurant. 

8 expanded eating facilities. 


Now please read carefully my presentation to the board of directors at our 
Nome meeting: 
Daily tourist sleeping unit needs: 





















































nc cso RN cian tse ten caarunith inaediemneoaneslanienslices 60, 925 
Prince George and Princess Louise (slept aboard ship) —~----------- 2, 960 
Co | ee SR See Le ee ee Se eee eet SO ee 57, 965 
Alaska cruises (50 percent remain on board) (total 1,856) -..-.___ 
Motel {aside ti a eS 57, 037 
Highway (we assume all slept in cars) - 16,918 
ON oct Caan . 40,119 
One-fifth stayed with friends (per our survey) 8, 024 
NEE ic 5, 5 dike Sip adaeiny coe - 82,095 
One-third off for hotels and lodges not reporting 10, 698 
Tourists needing lodging 21, 397 
Average stay per tourist (per our survey) days 15.9 
Tourist days, July, August 340, 212 
Daily tourist needs (for 60 days) ~----- 5, 670 
Units available daily (per owners report) 3, 756 
Sleeping units we were short daily in July and August ~------_ 1, 914 


This then, would mean that during July and August of 1958 tourist needs 
over facilities were 1,914 sleeping units. 

The Alaska Visitors Association has very conservatively estimated a 20 per- 
cent increase (everything points to nearer 50 percent) in 1959. We can then 
assume that 73,110 visitors will be in Alaska during July and August, and with 
the 248 new units to be available in 1959 the tourist need will still be 2,642 
sleeping units short. 

I wish to tell our members that the hotels, motels, and resorts are doing their 
best to satisfy the varied and many times nearly impossible demands of our 
visitors. The expansion programs to be ready by 1960 are commendable, but 
all of us have one terrifically urgent job to do. We must use every means in 
our power to make our communities and areas so attractive that visitors will 
wish to stay longer, and above all else, study our local history, use imagination 
in appraising the community’s natural or manmade tourist “come-ons,” find out 
what others are doing and schedule events so that no conflicts occur, and finally, 
create and develop events for October, November, December, January, February, 
March, and April. All vacation areas have had seasonal tourism, a few have 
made people enjoy the “off season.” Let us join the ranks of these elite. We 
can do it. 

In closing this lengthy report I wish to give you my studied prediction for 
1959: 

The year 1958 saw 87,000 bona fide visitors to Alaska, January to October. 
The year 1959 will have 104,000 visitors to Alaska, January to October. 
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This is how I think they will arrive: 








1958 | 1959 
----——_- —- ———__— —- — -—--- I Oo  - (epee 
Boats: | | 
Alaska cruises, 2 ships, 116 passengers each (28 trips)........-.--.- Bak 2, 552 3, 248 
Canadian National, 1 ship, 260 passengers, (12 trips) ..-...-.--. 3,120 | 3, 120 
Canadian Pacific, 1 ship, 260 passengers (14 trips) (only 4 ae made in | 
NES EES TED et a ae | 1, 040 | 3, 640 
Matson Line, 1 ship, 700 passengers (2 trips) - sie Pode ok SP aad ta me i ; 1, 400 
eee ro hs 20). esl dk) tiol suis 6, 712 11, 408 
Air, All States-Alaska carriers (Pacific Northern, Pan Americ: an, , Alaska, 
Northwest fo eee eee phat 48, 951 58, 741 
Highway (customs) - - . een 30, 777 33, 851 
Miscellaneous (yac hts, priv ate pla (ON NAIA 6 Ea Caan ae 560 |_... 





! 
| Ee ae eee ee | MAST ere se ee ee, Oe eee eee) Tee eke ee 87, 000 | 104, 000 





I regret to say that my heart says, “Dutch, your figures are at least 30 percent 
too low,” but my calculations make my mind say, “If these figures are too low, 
the membership of Alaska Visitors Association will be exceedingly well pleased.” 

With this thought in mind, may your Christmas be more Christ-like, and 1950 
a very merry and successful year. 

Sincerely, 
R. A. “DutrcH” Derr, Managing Director. 

Mr. Rivers. The next phase is that the Federal Housing Adminis- 
tration has informed me that as of the end of last year 20 of the 34 
mortgages insured under section 207, or section 608, were still in force. 
Title to the remaining 14 projects were in the Federal Housing Ad- 
ministration, either through assignment or foreclosure. In all under 
both sections, there are over 3,800 units. On the other hand, as of 
October 1958, 11.4 percent of the units in Alaska were vacant. This 
was a decline from the 21 percent vacancy rate in March 1958. How- 
ever, it was still over three times as much as the national average. 
And I would like to offer the letter under date of January 20, 1959, 
written by the Federal Housing Administration, setting “forth this 
material in greater detail, the letter being addressed to the Honorable 
E. L. Bartlett, Senator fr om Alaska. 

Mr. Apponiz1o. That may be done. 

(The letter referred to is as follows :) 


FEDERAL TIOUSING ADMINISTRATION, 
Washington, D.C., January 20, 1959. 
E. L. BARTLETT, 
U.S. Senate, Washington, D.C. 


My Dear SENATOR BARTLETT: This letter will confirm and update the informa- 
tion which Mr. Voss of our Division of Research and Statistics gave to Miss 
Council of your staff in their telephone conversation yesterday morning. It isa 
pleasure to be able to provide these data on operations of the Federal Housing 
Administration in our newest State. 

Through December 31, 1958, the FHA had insured a total of 34 mortgages on 
rental projects in Alaska. These mortgages involved 3,853 dwelling units and 
a total amount of $45,765,000. Included were 15 mortgages totaling $18,329,000 
and secured by 1,496 dwelling units insured under section 207 and 19 mortgages 
agregating $27,436,000 on 2,357 dwelling units insured under section 608 of the 
National Housing Act. As of the yearend, the mortgage insurance contracts 
on 20 of the 34 mortgages with original face amounts totaling $30,090,000 on 
2,567 units were still in force. 

Of the 14 mortgages on which the mortgage insurance contract had been termi- 
nated, 10 had been assigned to the Federal Housing Administration in lieu of 
foreclosure and titles to the remaining 4 properties had been transferred to the 
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Administration subsequent to foreclosure. Geographically, these 14 rental proj- 
ects were distributed as follows: 














City Number of Number of 
projects units 
I i ie ee hs hapa denddesnvepenesemesweanaeh = 3 432 
Fairbanks. - J . LP a 2 217 
Ketchikan____- » cok oochtenupaoaudme db ici valid cide Sembee habsee 4 386 
BS. chkasetige paw ipieds he eins J Se pac cindeMareetrccntnacdadccnatlaes ea 1 24 
| EPR Ee WS FRE RLY ROR EET i epee veces © eee Sem ST ey eS Bae eke 1 42 
ES iE EE EE ETE EEE Se: EEE IEERY SES ETT 1 37 
Nee eee eee ee ee ee ee Men hieadorndansatttnscchasasdeoest 1 48 
Ms is A), ata atin bo) ake a eetplade daSgh Suc bbbbnddads did ide Mintdeieb boobs 1 100 











For a number of years the FHA has made an annual vacancy survey of all 
rental housing projects covered by insured mortgages in force as well as those 
projects to which title has been transferred to the agency or which secure 
mortgages which have been assigned to the agency in lieu of foreclosure. These 
surveys are ordinarily undertaken in March of each year, occasionally supple- 
mented with additional studies at other times. 

With respect to projects located in Alaska, the surveys have indicated a wider 
fluctuation in the vacancy ratios than has been attributed to projects located 
within the jurisdictions of most other insuring offices. For example, the vacancy 
ratio for those Alaskan projects with mortgage insurance in force increased from 
about 4 percent in 1952 and 1953 to nearly 17 percent in 1955. In 1956 and 1957, 
vacancies of less than 2 percent were reported for these projects, while in the 
March 1958 study over 21 percent of these units were reported vacant as com- 
pared with a national average of about 3 percent. It should be noted, however, 
that in a supplementary survey completed as of October 15, 1958, the ratio for 
Alaskan projects had declined to 11.4 percent while that for all insuring offices 
combined increased slightly to 3.4 percent. Comparable vacancy ratios for those 
projects where the title to or mortgage on projects in Alaska were held by FHA 
indicate a decline from a 42-percent vacancy ratio in March 1958, to about 30 
percent in October. 

Sincerely yours, 
NorRMAN P. MAson, Commissioner. 


Mr. Rivers. Now, I would like to say at this point that the Senate 
Committee on Banking and Currency is about to report today on this 
identical legislation that has been before it on the Senate side, and 
that this same proper amendment was submitted to that committee 
by the Alaska Senators, and that they are about to adopt that amend- 
ment with two changes. One is that they would make it apply for 
only 3 years, instead of 5, and the other is that the language would 
be in there to say that it specifically applies only to Alaska. 

Now, the idea of limiting this amendment to housing accommoda- 
tions which have had a vacancy rate of twice the national average or 
more, would make eligible quite a few of those housing accommoda- 
tions in Alaska, but wouldn’t apply to many in the States. The idea 
of this general language was to not pinpoint Alaska, but to create a 
formula which would apply almost solely to solve this emergency 
situation in Alaska. On the Senate side they have recognized that 
emergency because so many thousands of our American people from 
the 48 States are interested in having this problem solved, as well as 
those of us who live in Alaska. 

Mr. Apponizio. Congressman, I might indicate to you that this 
committee has had before it this proposition from time to time. How- 
ever, we have been very reluctant to place it in any housing bill 
because there has been some opposition to it. 











646 HOUSING ACT OF 1959 


I was wondering, in view of the situation that exists here, whether 
the language that was adopted in the Senate that you speak of, 
whether that would be acceptable to you. 

Mr. Rivers. Yes, Mr. Chairman; it would. 


I first favored the general formula, but I certainly acquiesce in the , 


change that has been made on the Senate side. 

Mr. Appontizio. There is a possibility that if we consider that same 
type of language, that you may be successful. 

Mr. Rivers. Thank you very much. I might state that I have writ- 
ten to the manager of the Alaska Hotel Association, at Juneau, 12 
days ago, by airmail, telling him about this idea which is being dis- 
cussed very much in Alaska and asking him if the hotels up there 
had any objection to a temporary arrangement to solve the immediate 
emergency, and that particular individual has not written to me, 
apparently not desiring to enter a protest under the circumstanes. 

The hotel accommodations in Alaska are very short. There are 
plans for a new commercial hotel in Anchorage within the next 2 

ears, and there are plans to have another commercial hotel in Fair- 
fasts in the next 3 years; but it appears that, until such hotel accom- 
modations are available, that the hotel people in Alaska are not object- 
ing to trying to do the right thing on a temporary basis to meet this 
emergency. 

Mr. Appontz1o. In view of your unique situation, I certainly would 
be one that would be sympathetic to the language that was placed in 
the "etary bill. I assure you that I will try to do what I can to bring 
it about. 

Mr. Rivers. Thank you, Mr. Chairman. I might say that the sketch 
of the proposed amendment which I read and landed to the reporter 
is just a sketch, and I leave it to the staff counsel here to put it in 
proper form, and along the lines that you, Mr. Chairman, have 
sug ested. 

r. Apponizio. Thank you. 

Are there any further questions? 

(No response. ) 

Mr. Apponizio. If not, you may step aside, Congressman. We ap- 
preciate very much your coming here. 

Mr. Rivers. I appreciate the opportunity. 

Mr. Apponizio. Our next witness is Edward D. Hollander, na- 
tional director of the Americans for Democratic Action. 

Would you please come forward, Mr. Hollander? 

You may proceed in any way that you desire. 


STATEMENT OF EDWARD D. HOLLANDER, NATIONAL DIRECTOR, 
AMERICANS FOR DEMOCRATIC ACTION 





Mr. Hotianper. Mr. Chairman, I am Edward Hollander, national | 
director of ADA. I appreciate very much the opportunity to pre- 
sent ADA’s views to the committee. With your permission, I would 
like to submit my statement for the record as it has been written and, 
to save your time, comment briefly on some of the aspects of it. 

Mr. Apponizio. That may be done, and we appreciate your action. 
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(The statement referred to is as follows:) 


TESTIMONY OF EDWARD D. HOLLANDER, NATIONAL DIRECTOR, AMERICANS FOR DEM- 
OCRATIC ACTION, ON H.R. 2357, H.R. 2385, H.R. 3319 


Mr. Chairman and members of the subcommittee, I am Edward D. Hollander, 
national director of Americans for Democratic Action. I appreciate the oppor- 
tunity to appear before your committee once again, to present ADA’s views on 
housing and urban renewal, specifically on H.R. 2357, H.R. 2385, and H.R. 3319. 

From the time it was started 12 years ago, ADA has been deeply concerned 
with the problems of housing and urban development. Our concern has deep- 
ened as the problems have become more acute: the population has grown, the 
housing supply has deteriorated, the slums have spread, and each year we seem 
to retrogress farther from the goals set by the Congress itself. 

We simply refuse to believe that the economy of the United States is unable 
to provide a decent home for every American family. No one disputes seriously 
that the materials, the manpower, and the productive capacity are available. 
No one disputes either that the need exists: the official statistics on the extent of 
substandard housing only corroborate what our eyes tell us. It has been re- 
liably estimated that—given the state of our housing supply the rates of obso- 
lescence and demolition, and the rate of family formation—not less than 2 mil- 
lion new dwelling units a year are required to make any appreciable net improve- 
ment. Moreover, it is known that a great part of these additions to the supply 
must be in the middle and lower price ranges, and a large fraction must be units 
for rents rather than for sale. 

All of this, of course, is well known to you. It is also well known to you 
that on every one of these counts we have fallen far short since the war. In no 
year have we reached more than two-thirds of the needed 2 million new units, 
and in most years never one-half. Most of those built have been high priced, and 
for sale. As a consequence, those who have needed rehousing most have been 
largely denied it, either in new housing or in good used housing. 

This committee has struggled with these problems for more than 20 years. 
Ten years ago you passed a bill which was hailed as a sort of Magna Carta of 
housing in the postwar era; but in the intervening decade we have seen its pur- 
poses and its programs frustrated. Since 1950 our national production has in- 
creased more than a fourth. Personal consumption has increased by a fourth; 
nonresidential construction has risen by a third. But housing has stood still: 
the volume of housing (making allowance for price changes) in 1957 and 1958 
was just about the same as in 1950. In only 1 year has it risen as much as 10 
percent above the 1950 level. Housing, in proportion to total output, has de- 
clined from 5 to 4 percent of gross national product. In no year since 1950 
have we reached the number of new housing units built that year, and in only 1 
year have we even approached it. In the last 3 years we have averaged only 80 
percent of the 1950 housing start. 

I am sure that with all the thought and effort you have put into the Govern- 
ment’s housing programs, you have asked yourselves why we have made so little 
progress—if, indeed, we have made any. Clearly, it is because we have put a 
lower and lower priority on housing. In 1950 housing was nearly half of all con- 
struction; in 1958 it was barely more than one-third. While expenditures on 
housing rose about one-fourth, expenditures on industrial construction and high- 
ways increased two and one-half times, and expenditures for commercial con- 
struction nearly tripled. 

As housing has lagged, so have our efforts to clear slums and redevelop our 
cities. Indeed, it is inescapable that we cannot demolish substandard housing 
faster than we can provide suitable homes for the people who are displaced in the 
process. And so, in the absence of suitable housing for relocation, slum clear- 
ance and urban renewal actually have not proceeded as fast as slum formation 
and urban deterioration. 

It seems to us that this is a rather shocking admission for us to have to make 
after a decade of trying to carry out the policies of the 1949 Housing Act—a 
decade, please note, of general prosperity and economic expansion. We would 
think that the experience of the years 1949 to 1959 would lead to the con- 
clusion that the present programs, useful though they are in many respects, are 
not going to get the volume of housing and urban renewal where and when and 
under the conditions needed to carry out the declared policies of the Congress. 
I should think it would be abundantly clear by now that, no matter what you do 
to wheedle, coax or induce, however you reduce the risks and sweeten their 
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gains, the private home-building and home-financing fraternity will not—be- 
cause it cannot—alone meet the needs, and particularly the needs of low- and 
middle-income families, who are the principal victims of bad housing over- 
priced. From this we would deduce that new and inventive measures are 
needed to supplement private efforts with efforts by government itself. 

It is incredible and disgraceful that, faced with these facts, the administra- 
tion through its spokesmen, should have proposed a series of measures which 
would, in effect, repeal national housing policy and take us further from the 
goals of a decent home for every family. Paralyzed by their obsessive fear 
of inflation—in an economy still operating far below the capacity of its man- 
power and other productive resources—they have given high interest rates 
and a balanced budget an absolute priority over housing and urban renewal. 

The administration’s proposed 6-year program of urban renewal, with its cut- 
back of the Federal share, is a sentence of slow death by starvation for urban 
renewal and slum clearance. 

Its proposals for raising interest rates will slow down housing, except per- 
haps in the highest cost ranges. 

Its proposals on college housing would virtually end that very successful pro- 
gram, at a time when college enrollments are climbing to unprecedented levels. 

Its proposals on low-rent public housing are a fraud. Contending that 
585,000 of the 810,000 units of such housing authorized 10 years ago will be 
built or be under construction by 1960, the President says: 

“These should meet most of the demand for such housing by low-income fam- 
ilies displaced by highway construction, urban renewal or similar governmental 
action in the next few years. I shall not ask for authorization for any addi- 
tional units.” 

In the first place, these units (assuming they are vacant and in the places 
where families are being displaced) would be enough to meet the displacement 
needs only if slum clearance is starved in the next few years. In the second 
place, to contend that low-rent public housing is only for families displaced by 
other governmental action ignores the needs of other low-income families and 
contravenes the policies established by the Congress. This is typical of the 
administration’s colossal and callous unconcern for housing and humanity. 
The contrast with the generous concern for highways is striking. 

All in all, the administration’s program is a calculated plan to retard housing 
and urban development, and by budgetary devices to repeal long-established 
housing policy and legislation. We hope this committee will turn its back on 
this approach in its entirety, and make no compromise with it whatever. If 
by this you court a veto, then at least let it be clear who tried to breathe life 
into housing and who tried to kill it. 

I have one suggestion which might make the housing bill acceptable to the 
President even if it was a very good bill. Just write into the bill a provision 
that it is to be a long-term investment, financed out of a trust fund, fed by a 
users’ tax (a tax on fuel oil might do very well), and arrange that none of this 
should show in the budget (as the highway program does not). Under these 
circumstances, I venture to suggest the President would not care how much 
housing got built as a result. 

I hope we may be pardoned for wishing that the Congress, or at least the 
Democratic opposition, had come forward with an alternative that advanced as 
far toward meeting our housing goals as the President’s program retreats from 
it. While we find much in H.R. 2357 and H.R. 2385 that we could support 
enthusiastically, it is still not possible to say that these bills will stimulate 
housing and urban renewal at the rate necessary really to do the job. I am sure 
that their authors, with their long experience in this subject, are fully aware 
of this. 

I think it has become reasonably clear by now that no hausing program will 
meet the country’s needs as long as it depends almost exclusively on the market 
mechanisms of land speculation and development, home building, and home 
financing. In efforts to temper the winds of the market to the shorn lamb of 
housing, the Government over several decades has introduced one device after 
another to make it worthwhile for the home building and home financing in- 
dustry to supply housing to middle- and low-income families. By these devices, 
the rewards to the industry have increased as the risks have been diminished 
and underwritten, and from time to time the result has been to provide a sub- 
stantial quantity of oversized, underpriced housing for the upper income ranges. 
But not for the low. I think it is inescapably plain by now that we will not get 
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housing for the lower income people until the Government itself steps in to 
supplement and in some cases to subsidize the workings of the market. 

We have learned that one way to do this is to subsidize low-rent public hous- 
ing; and it has been one of the great disappointments that this program has 
fallen so far short of the magnitude anticipated in the Housing Act of 1949. 
Although we recognize some of the shortcomings which experience revealed in 
the public housing program, nevertheless we are very much in favor of a vigor- 
ous, fresh start and therefore favor the authorization of the remaining units 
(estimated, we are told, at about 150,000 to 200,000) under the 1949 act, with 
amendments to decentralize the administration of the program to local housing 
authorities. We believe such a fresh start is particularly important in the 
context of an expanded urban renewal program which, as has often been ob- 
served, will inevitably add to the demands for low-rent public housing for relo- 
cation of displaced families. 

Beyond this, we believe that the problems of providing low-cost housing 
for elderly persons of low income are so acute that additional low-cost public 
housing units should be authorized specifically for this purpose. 

We believe one of the means to promote moderate-cost housing is the use, 
direct or indirect, of the Government’s credit to bring down interest rates on 
mortgages. This has been tried successfully in the college-housing program. 
We are pleased to observe that it is now being proposed in H.R. 2357 as a 
means of encouraging more adequate housing, at low cost, for elderly persons. 
We are also gratified to see that the same principle is proposed in H.R. 2385 
as a means of encouraging relocation housing. Endorsing these in principle, 
we would go further and recommend that this kind of program would pro- 
vide an excellent basis for an expansion of middle-income housing generally, 
as well as for the specific purposes singled out in these two bills. It has been 
estimated that such a program can make available housing that rents $20 to 
$30 below that available on conventional terms. 

Feeling as we do about the importance of an expanding and continuous pro- 
gram of urban renewal, we strongly support the 10-year program of capital 
grants at $600 million per year, as a very minimum. We believe that both the 
need and the rising tempo of the program require $1 billion a year for many 
years to come. 

Finally, Mr. Chairman, it seems to us that while admittedly the purpose of 
housing legislation is to provide housing, we cannot overlook the economic 
aspects of sustained high-level homebuilding activity. We must particularly 
protest against the propensity of the administration to treat the housing industry 
as though it were residual to the economy, to be encouraged when other forms 
of investment were lacking and to yield priority to other forms of construction 
if the economy were approaching capacity operation. The housing industry 
has been particularly vulnerable to the use of high interest rates as a means 
of combating a potential inflation. Recognizing that the manipulation of in- 
terest rates is primarily a responsibility of the executive branch and the 
Federal Reserve System, we nevertheless hope it will be possible for the Con- 
gress to assert through legislation a high priority for housing and urban renewal 
legislative requirements that cannot be easily circumvented by the executive. 
This we believe will not only give the country more of the kind of housing it 
needs, but also, by providing a continuous high level of homebuilding, will build 
an important stabilizing factor into the economy itself. 


Mr. Hoiianper. I will not take the committee’s time, Mr. Chair- 
man, to repeat what Mayor Dilworth and others have said so eloquently 
about the country’s need for housing and urban renewal. I would 
like to say for the record, also, that ADA endorses the powerful state- 
ments which have been made to this committee last week by William 
Wheaton, for the National Housing Conference, and by Boris Shish- 
kin, for the AFL-CIO. It seemed to us that these statements, par- 
ticularly, made unanswerable arguments for a real program of housing 
and what we might call urban resuscitation. 

Mr. Chairman, the New York Times this morning proclaims in a 
headline that the Senators widen a housing measure. By this, pre- 
sumably, they mean that the cautious bill which the Senate Banking 
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and Currency Committee is reported to have enamine yesterday is 
somewhat less cautious, or I might say less niggardly than the alterna- 
tive bill submitted by the administration. 

Certainly, Mr. Chairman, it does not mean that the Senate Bankin 
and Currency Committee has come forward with a bill that is at all 
adequate to meet the kind of needs which have been presented here 
before your subcommittee for many years, well documented by expert 
witnesses. 

Without meaning to be facetious, I think the headline in the Times 
might have read that the Senators have sentenced housing and urban 
renewal to suspended animation, instead of death by slow starvation, 
because it seems clear to us, in the light of the case that has been made 
out for the need, and what we know about it, that the bill which the 
Senate committee approved yesterday is only a very small step which 
may be said to keep the programs of housing and urban renewal 
alive, and not much more. 

Now, it always interests us to speculate on how far we have gotten, 
in this country, into a fix where such a small housing bill as the one 
that is about to go to the Senate is mistaken for a substantial program 
of housing and urban renewal, in the light of the enormous unmet 
needs in the country, on the one hand, and the enormous productive 
capacity, on the other hand. 

I have tried to, in my prepared testimony, sketch out some measures 
which it seems to me we can use to show how far housing and our 
attention to housing has lagged behind other aspects of our economy 
in the last few years. 

In brief, we can summarize these as follows: that though the 
economy has expanded enormously since 1950, the housing industry 
in 1957 and 1958, homebuilding, is just about what it was at the 
beginning of this decade. The only way you can possibly account 
for this is to say, I am afraid, we have given housing a very low 
prionity in our scale of values. We have not been willing to increase 
10using on a scale at least commensurate with industrial construc- 
tion, with the consumption of consumer durables, and with the growth 
of the economy generally. 

When I started to look at the record of this, Mr. Chairman, it 
struck me that in no year since 1950, for example, have we reached 
the number of new housing units built in that year, and in only 1 year 
have we even approached the number built in 1950. In the last 3 

ears we have averaged only 80 percent of the number of starts made 
in 1950. Meanwhile, the ma grows, the existing supply of 
housing deteriorates, and, as I guess it says in “Alice in Wonderland,” 
we don’t even run fast enough to stay where we are. 

I was struck by the statement of Mr. Bubb this morning that in 
December, housing, as he said, reached an alltime high. That was at 
an annual rate of 1,400,000 units, which was just a shade better than 
the total for 1950. This indicated no need for any drastic changes in 
the Federal housing programs, he said. Of course, I simply must put 
myself on the opposite side of that question, and say the fact that we 
are only now for 1 month approaching or equaling the 1950 level— 
of 1,400,000 units a year, whereas the documented need is about 2 
million units a year—seems to me to indicate just exactly the opposite, 
that it is time for a drastic change in our approaches to housing and 


| 











ral 


n, 
ne 


et 
ve 


eS 
ur 
ny 


ry 


HOUSING ACT OF 1959 651 


urban renewal. Now, you have before you many proposals, and I 
have indicated our position on some principal aspects of several of 
them in my prepared testimony. I will just make several brief 
remarks. 

With respect to urban renewal, we certainly support without quali- 
fication the proposal for a 10-year program at $600 million a year of 
capital grants. I think it is not a figure of speech, but a sober state- 
ment that can be documented, that this is a minimum, and that the 
country could profitably—in terms of our cities and the people who 
live in them, as well as in terms of the economy—use a billion dollars 
a year in urban renewal grants. 

With respect to public housing, we endorse without qualification 
the proposal 

Mr. Barrerr. Could you mean there that $600 million for 10 years 
would have no inflationary effect on the economy ? 

Mr. Hoxzianper. If I may, I would like to come back to that in a 
moment, sir. May I? 

I would like to endorse the proposal that has been made to authorize 
all the remaining public housing units that were originally projected 
in the 1949 act, and to proceed with a public housing program which 
would be commensurate with the needs of urban renewal for reloca- 
tion, as well as the needs of low-income families. 

Finally, I would like to repeat a recommendation that ADA has 
made here many times in the past, and that is an expansion of pro- 
grams of the direct use of Government credit to encourage certain 
kinds of housing. It is a matter of great encouragement to us that 
this is now seriously considered for programs for special housing for 
elderly persons and programs for special housing for relocation pur- 
poses for people displaced by urban renewal and other Government 
programs of home demolition and site clearance, and I would like 
simply to reiterate the proposal we have made before, that the same 
kind of approach, which has been so suecessful also in college housing, 
is suitable for middle-income housing generally, and that we will 
not get large-scale middle-income housing construction until we have 
some means of drastically bringing down the interest rates on these 
homes. 

It has been testified to you, I believe within the last week, that this 
could make a difference of as much as $25 or $30 per month per unit 
of housing, or the equivalent of an income differential of $1,200. In 
others words, this would bring nonsubsidized housing down $1,200 
further in the income scale. 

Now, Mr. Barrett and Mr. Chairman, with respect to the ques- 
tion of inflation: It simply appalls me, if I may say so, that the people 
of this country, the Congress and the Government, the administra- 
tion, are able to contemplate $3 billion worth of Federal expendi- 
tures per year, rising to nearly $4 billion in a few years, on highways, 
as somehow not inflationary, but $600 million a year on urban re- 
newal and comparable sums on other forms of housing, somehow 
become inflationary. 

Our contention, Mr. Barrett, on the question of inflation is as fol- 
lows: We believe that it can be documented that if the economy of 
this country operates at full capacity, the increase each year in the 
national output, which is directly reflected in the increase in Gov- 
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ernment revenues, will support these programs on an expanding 
scale, year after year, into the indefinite future, without requiring 
any change whatever in the existing tax structure. 

I believe, sir, that the experience of the Government with revenues 
in relation to the level of economic activity will support this. And 
all I can say is that in our view—and by profession I am an econ- 
any expenditure of this kind which is covered by revenues 
and which adcs to the wealth and the income- producing capacity 
of the country, is economically desirable from every point of view, 
and certainly not inflationary. 

Thank you, Mr. Chairman. 

Mr. Apponiz1o. Mr. Hollander, I might state that a great many 
people seem to think that we are presently out of last year’s economic 
recession, and that the biggest problem that faces us now is infla- 
tion. Do you agree with wey 

Mr. Hotianper. No, sir, I do not agree with that. I think if you 
will follow the hearings that have been held before the Joint Eco- 
nomic Committee, within the past week, you will see that the con- 
sensus of expert opinions there is that in the first place the rate of 
recovery has slowed up; in the second place, employment is lagging 
very seriously behind the rate of business activity ; and I have not yet 
seen any economist who has said that the country is operating up to 
its economic capacity, or even that it will be by the end of this year. 
I noted that Mr. Boris Shishkin, testifying before you last. week, 
pointed to the ample capacity for building materials, for lumber, for 
glass, for cement, the adequate reserves of manpower, and asked what 
I think is an unanswerable question: How can a housing program 
produce inflation when you have unused capacity to proceed with it? 

I, myself, am much more concerned that the year 1959 will see us 
still substantially underusing our economy than I am afraid that 
it will see an inflation. 

Mr. Apponizio. Any further questions ? 

(No response. ) 

Mr. Apponiz1io. Thank you very much, Mr. Hollander. We ap- 
preciate your statement. 

Without objection, there are several statements which I would like 
to put into the record, one by Hon. Don Magnuson, Representative 
from the State of Washington; another from Carl Feiss, the Ameri- 
can Institute of Architects; another one by Judge C. Beverly Briley, 
National Association of County Officials. 

I believe that is all. 

(The statements above referred to are as follows:) 





STATEMENT FOR NATIONAL ASSOCIATION OF COUNTY OFFICIALS ON HousiInG BILLS: 
H.R. 2357 and H.R. 3319 


(By Judge C. Beverly Briley, chairman, Davidson County Court, Tennessee, 
president, Tennessee County Services Association, chairman, NACO urban 
area committee) 


Mr. Chairman and members of the committee, my name is Judge C. Beverly 
Briley. I am chairman of the Davidson County Court, Tennessee, and presi- 
dent of the Tennessee County Services Association. I am a member of the 
National Association of County Officials (NACO) and chairman of the NACO 
uban area committee. Housing and urban renewal legislation and developments 
fall within the scope of function of the urban area committee. I am most grateful 
to the chairman and this committee for having been afforded this opportunity 
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to submit a statement to you on behalf of the National Association of County 
Officials. My statement will be on behalf of the nearly 6,000 elected and 
appointed county officials from 47 States who compose the membership of 
NACO. While we speak, essentially, for counties and their citizens, we at once 
recognize that the proposed legislation which is the subject of my statement 
has the most crucial bearing on the future happiness and well-being of every 
American. I commend you on your great record of devotion to the solution of 
the issues underlying the subject legislation and on your conscientious dedica- 
tion to the task of meeting the housing and urban renewal needs of the American 
people. I know I speak for county officials everywhere when I say that we have 
every confidence that these deliberations will contribute substantially to the 
furtherance of the life-abundant for all our people. 

The National Association of County Officials has long advocated an adequate 
Federal housing and urban renewal program for this country, As elected and 
appointed county officials representing millions of ctizens we are dedicated to 
the proposition that government at all levels has the highest duty and moral 
responsibility to do everything within its lawful powers to assure every Ameri- 
can of clean, safe, wholesome housing, The presence of housing blight and 
deterioration in otherwise modern America of 1959 weighs heavily on the con- 
science of the Nation. Public officials should not rest until the last trace of 
housing squalor and filth has been banished from the land. The National 
Associaton of County Officials advocates a housing program that will do just 
that—rid this land of slums. We have every confidence that this committee 
and this Congress will accurately assess our total housing needs and make 
adequate provision for the early extermination of substandard living conditions. 

Established NACO policy, as embodied in section 1-3 of the American county 
platform, proclaims: 

“County role in slum clearance. Increasingly, counties are being called upon 
to take the lead in the elimination of slums and blighted areas and to relocate 
families displaced by the construction of new highways and other public works. 
Under the Housing Act of 1954, Federal funds were authorized to assist counties, 
municipalities, and other local units in bearing the tremendous cost of these 
vitally important programs. We endorse the urban renewal provisions of the 
Housing Act of 1954 and urge the Congress to continue the program with suf- 
ficient appropriations to meet the pressing needs of our local communities.” 

That same section in the American county platform (1-3) goes on to state, 
with reference to the program of Federal mortgage insurance : 

“We further recommend the liberalization of the regulations of the Housing 
and Home Finance Agency so as to make sections 220 and 221 of that act more 
effective.” sal 

Thus is the position of the National Association of County Officials on these 
vital parts of the broad housing and urban renewal program made clear. I 
have provided copies of the American county platform for distribution to the 
committee. 

But I would especially direct my comments to two areas of the housing legis- 
lation under consideration of critical significance to counties at this time: 

(1) The program of broad planning grants under section 701. 

(2) The program of advances for public works under section 702. 

The American county platform, again, is equally clear in its stand on these 
two programs. 

Section 7-1 of the American county platform attests: 

“Counties should be made eligible for Federal assistance to prepare general, 
countywide plans for industrial development, community facilities construction, 
long-range capital improvement, and other general planning on the same basis 
as cities are now eligible for such aid. Section 701 of the Housing Act of 1954 
should be amended to specifically include for eligibility individual counties or 
groups of counties acting together.” 

Section 7-2 of the American county platform proclaims: 

“The program of advances for public works planning outlined in the Housing 
Act of 1954 (sec. 702) has been of very great value to communities in making 
available interest-free Federal loans for planning the construction of vitally 
needed public-works facilities. These funds are repayable when the facility is 
constructed and are therefore made available to other communities on a revolv- 
ing basis. We heartily endorse this program and commend the Congress and 
the administrative agencies for making this assistance available to counties and 
other local government units.” 
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The American county platform stand on the program of broad planning grants 
(sec. 7-1) is aimed at the serious impediment whereby counties, for the most 
part, are not eligible for these planning grants. As the law now reads, Federal 
grants up to 50 percent of the cost are available to State planning agencies to 
help communities under 25,000 population develop general community plans. 
These grants are made directly to States. In addition, funds are made avail- 
able to local planning agencies of a metropolitan or regional character. 

Thus, direct grants to counties can be made only where certain county planning 
agencies which by virtue of size, location, and urban character of the county 
are actually engaged in planning of an areawide urban nature. In some cases, 
Federal aid is also available to joint city-county units or to several adjoining 
counties. Plans for specific public works are not entitled to receive aid under 
this program. While this program as presently constituted is certainly a step 
in the right direction, and while necessary general planning in smaller com- 
munities has been given great impetus, we respectfully submit that the program 
should be augmented to specifically include counties—of whatever size and of 
whatever character. This revision is urged as one most essential if counties 
are to meet their responsibilities and commitments in these times of rapid 
change. The predominantly rural county of today becomes, almost overnight, 
the bustling urbanized county of tomorrow. Already more than 6 out of every 
10 Americans live in 300 urban counties. The tidal wave of population flooding 
out from the metropolitan areas assures us that this is just.the beginning. This 
explosive concentration of population in counties needs and demands schools, 
water, sewers, and other governmental services of every conceivable kind, 
Counties are under terrific bombardment to provide these services. 

We cannot wait, however, until the situation is actually upon us. If we are 
to escape the overwhelming problems which now beset cities, every county must 
be eligible now for assistance in developing general countywide plans. The 
act must be amended to provide Federal assistance now to counties to make 
countywide plans for industrial development, community facilities, construe- 
tion, capital improvement and other planning. 

County government is doing its best to meet these swollen demands for services 
as they arise. County government recognizes its obligations and therefore 
wants to plan intelligently for the future. With your help we will do so. 

Turning now to the second program to which I am making special reference— 
that providing advances for public works planning under section 7—-2—I would 
like to say that this Federal assistance has been of tremendous help to counties. 
This section permits of interest-free loans for planning the construction of spe- 
cific public works. Unlike section 701, the revision of which I have just urged, 
this section specifically makes counties eligible for this assistance. I can 
assure this committee that many, many counties would not have vital public 
works facilities today, either operative, ready-to-go or planned, were it not for 
this much needed assistance. We heartily endorse this program and commend 
the Congress for its understanding of our problems and for helping us to help 
ourselves. We urge that the program go forward with all vigor. 

On March 15-18, 1959, in Washington, D.C., the National Association of County 
Officials will sponsor and play host to the first national Urban County Congress 
ever held in this country. It is my privilege to serve as general conference 
chairman of this historic meeting and to be its keynote speaker. The Urban 
County Congress is the clearest testimonial that county government is alive 
and virile and anxious to take whatever steps are necessary to meet the problems 
of the present and the future itself. County officials from across the Nation, 
meeting on a note of urgency, will demonstrate again what county government 
is capable of doing under the broad program of housing and urban renewal 
when it has adequate Federal assistance. 

In my own Davidson County, we have not always been the dynamic, growing 
county that we are today. Phenomenal development in recent years has brought 
us problems heretofore undreamed of. Hard pressed as we have been to pro- 
vide vastly augmented services, we could not possibly have found the funds 
to meet all the needs of our citizens without assistance from a responsive Fed- 
eral Government. 

The Davidson County workable program is evidence of what Federal assist- 
ance has meant to us and what it can mean to every other county which faces 
up to its responsibilities and conscientiously acts to meet the needs of its people. 

In conclusion, let me emphasize that the National Association of County 
Officials supports the passage of broad, adequate housing and urban renewal 
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legislation and specifically urges the expansion on the one hand, and the con- 
tinuance on the other hand, of the two programs I have stressed here as vital 
to the future development of counties. 


STATEMENT OF J. Roy CARROLL, JR., FOR THE AMERICAN INSTITUTE OF ARCHITECTS 
ON PusBLic HousING 


My name is J. Roy Carroll, Jr. I am a practicing architect in the firm of Car- 
roll, Grisdale & Van Alen with offices at 6 Penn Center Plaza, Philadelphia. I 
am a member of the national board of directors of the American Institute of 
Architects and present this statement in its behalf. 

My firm has been engaged in work for the Public Housing Administration, 
projects for other public agencies of the Federal Government, the Commonwealth 
of Pennsylvania and the city of Philadelphia, as well as for a variety of private 
clients. I have served on a special public housing committee of the American 
Institute of Architects and in that capacity have had the opportunity of review- 
ing comments of other architects relating to PHA. I also have met with the 
Commissioner and members of his staff on these matters. I believe this back- 
ground and experience places me in a position of competence to discuss the 
operations of the Public Housing Administration. 

Since the earliest conception of public housing, the American Institute of 
Architects has been actively interested in the program. Through the years the 
institute has been one of its stanch and faithful supporters. Architects are 
interested in the orderly planning and improvement of our communities and 
realize public housing is a major factor in overall urban renewal and redevelop- 
ment programs. 

In recent years we have become aware of a decided falling off of interest in the 
public housing program, of an apathy among our own members, of the lack of 
desire of leading architectural firms to participate in it. 

Architects are not easily frustrated. Every architect has to try again and 
again when working with his client to arrive at a solution of the client’s problem 
that is economically sound, satisfactory to the client, as well as being satisfactory 
to the architect and a source of pride to him. It is apparent and most regrettable 
that the attainment of these desirable results has become almost impossible in 
public housing. 

That many competent architects today will not consider accepting a com- 
mission for a public housing project is indeed an unfortunate state of affairs. It 
is one produced chiefly through a feeling that it is no longer feasible to use 
architecture to its fullest capacity to create better living through public housing. 

Scant opportunity is given to the client to permit his architect to exercise 
his skill and ingenuity to the utmost. Ponderous bureaucracy and the attitudes 
that naturally develop from it are frustrating and serve only to stimulate the 
hostility of those whose support is needed. 

The delays attendant upon any public housing project are so protracted as to 
furnish, of themselves, a powerful factor in the slowing down of a program so 
wonderfully conceived. Public housing today is bogged down in an administra- 
tive morass. 

My own experience of being bucked back and forth between the local author- 
ity and the Federal administrative offices, to say nothing of additional delays 
occasioned by the regional office, was probably the most frustrating to which 
I have ever been subjected. Costly postponements in the schedule resulted 
when I found myself in the unfortunate position of being unable to move for- 
ward because one administrative group was constantly overruling another. For 
months, work on the project was stymied while we impatiently awaited the reso- 
lution of interagency disputes. 

There are other complaints such as exacting conditions in the professional 
contract which can be used unfairly. Under the present contract, for instance, 
an architect can be held responsible for additional costs resulting from unfavor- 
able site and soil conditions. Often these conditions are not known to the 
architect, nor to anyone else, at the time he enters into the contract. The PHA 
contract goes far beyond the customary contract of a public agency in holding 
the architect personally liable for errors and omissions, which may well be 
beyond his control. It has been described by a distinguished Philadelphia at- 
torney as the most one-sided document he had ever seen. 
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The fee schedule is entirely inadequate and should be junked. However 
adequate as the fees may appear to be to the Public Housing Administration, 
they certainly are not appealing to an architect and will not attract to the pro- 
gram that competent and dedicated architectural service which the program 
demands. 

The tragic results of the conditions I have described are apparent. Current 
projects, with few exceptions, are dreary, unimaginative masses that can 
hardly be characterized as architecture. This is inevitable when unimaginative 
administrative interpretations of PHA regulations straitjacket the architect. 

During the past few years, AIA committees and representatives have at- 
tempted to convince the Commissioner and his aides of the need for less cum- 
bersome administrative procedures, equitable contracts, and adequate com- 
pensation for services rendered by professioua!s, in order to preserve the original 
concept of the program. We have pointed out these things to him and have 
been given assurances that they would receive consideration. But there has 
been no improvement. 

At its last meeting in November 1958, the AIA board of directors resolved 
“that the AIA’s support of the incumbent administration of PHA be dependent 
on production by that agency of contracts and schedules of fees consistent with 
sound professional practice and adequate service, and further dependent upon 
PHA’s effectiveness in assigning the role of the owner to the local authorities 
and role of architect to the architect, and that the institute make known its 
position to the public.” 

We still believe in the original lofty concept of public housing. To try and 
get the program back on the track we suggested to the Commissioner that the 
Public Housing Administration make an exhaustive study of its own policies, 
procedures, and regulations. We have offered the services of the American 
Institute of Architects to implement and expedite such a survey. The program 
needs a complete overhauling, not just a few minor revisions in procedure. 

If we can aid this committee in its study of how the public housing program 
operates, we shall be happy to do so. We are prepared to give all possible 
assistance to you. . 


STATEMENT BY HON. DON MAGNUSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mr. Maenuson. Mr. Chairman, I should like, first of all, to com- 
mend you and your committee for going to work on general housing 
legislation this early in the session. Many of my colleagues and I 
have been disappointed by recent defeats of omnibus housing legis- 
lation. I hope the new Congress will follow your lead and pass a 
comprehensive housing bill early in the session. 

Assistance for housing and urban renewal are very important to 
the people of my State and particularly to my new district—the 
Seventh District in the heavily populated and fast-growing Puget 
Sound area. We are proud of the fact that we live in a growing area, 
and we are doing our best to help ourselves, but rapid growth always 
is accompanied by acute housing problems. 

I might add that the people of my district are very interested in 
the work of this subcommittee. Just the other day I received a letter 
from our King County Labor Council expressing a deep interest in 
the passage of H.R. 2357, the Housing Act of 1959, which was intro- 
duced by the able chairman of this subcommittee, Mr. Rains. T have 
studied this bill closely and feel that it is the type of housing legisla- 
tion our country wants and needs. 

I hope that your committee will recommend substantial increases 
in capital grants for urban renewal and funds for housing and facili- 
ties for the aged and infirm. I think there is a need, also, for an in- 
crease in the maximum mortgage which can be insured by the Federal 
Housing Administration and a reduction in the size of downpayments 
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on middle-priced houses. ‘These are just a few of the features of the 
housing act which I feel we need. 

Of particular interest to me, and to many of my constituents, is the 
matter of low-cost housing for our older people. I note that title I 
of the Housing Act provides for assistance in constructing and reha- 
bilitating low-cost housing and related facilities for elderly persons 
and their families. This, I think is a worthwhile proposal. But I 
think we can do another service to the aged by making low-cost 
housing available to more people who are in need of it. 

I refer, specifically, to the need to permit single women over the 
age of 60 to live in low-rent housing. Because of unnecessarily re- 
strictive regulations currently in effect, many widows who cannot 
receive social security benefits because of their age also are being 
shut out of low-rent housing. The 84th Congress opened this hous- 
ing to single persons over 65, but I do not think this is adequate. 
The 86th Congress should take it upon itself to reduce the age limit 
to 60 for single women. 

I should like to quote a section of a letter I have received from the 
Board of Commissioners of the Housing Authority of the City of 
Bremerton in this regard : 


The amendment which was finally passed (by the 84th Cong.) limited the 
housing of otherwise qualified single persons to those who had reached the age 
of 65. 

Operating experience since that time has convinced us that the present age 
requirement is much too restrictive. A great many persons in genuine need 
of this kind of assistance offered by public housing are being discriminated 
against, simply because they do not have dependents living with them. The 
priority given families under the present act should effectively protect them 
from competition from single persons when facilities were limited. 

Accordingly, after due consideration, the Housing Authority of the City of 
Bremerton has passed an appropriate resolution, copies of which are enclosed. 
We urge that you consider the advisability of again amending existing legisla- 
tion to make it possible to provide housing on a more equitable basis for deserv- 
ing single persons in the low-income brackets. 


Mr. Chairman, I should like, with your permission, to enter a copy 
of this resolution in the record of these hearings. 

Thank you very much for giving me this opportunity to testify 
before your committee. 

(The resolution referred to is as follows :) 


RESOLUTION REQUESTING AMENDMENT OF THE UNITED STATES HousING ACT OF 
1937 To ExtTeNp ELieteitiry For Low-Rent PusLiic HousiIneé TO SINGLE 
ADULTS WITH Low INCOMES 


Whereas the Housing Authority of the City of Bremerton is operating that 
certain housing project known as WASH 3-1(Westpark) as a low-rent hous- 
ing project ; and 

Whereas the housing authority has received numerous inquiries regarding 
eligibility for low-rent housing from single persons in extremely low-income 
brackets ; and 

Whereas the majority of these persons are widowed housewives of advancing 
years, unable to find gainful employment because of disability or lack of skills 
or employment experience ; and 

Whereas such persons are forced to subsist on small pensions or public 
assistance and are not eligible for social security benefits because they have not 
yet reached the required ages ; and 

Whereas such persons find it very difficult to find adequate living accommo- 
dations offered at rents they can afford to pay ; and 
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Whereas Project WASH 3-1(Westpark) is particularly suited to occupancy 
by single persons, because of the disproportion of 1-bedroom units, 46 percent 
of its 586 dwelling units being 1 bedroom; and 

Whereas many of these units are now vacant and available for immediate 
use: Now, therefore, be it 

Resolved, That the Housing Authority of the City of Bremerton, request the 
Public Housing Administration and the Members of Congress from the State 
of Washington, to promote the amendment of section 404(a), paragraph (2) 
of the United States Housing Act of 1987, as amended by the Housing Act of 
1956, to permit the housing of single adult persons with low income. 

Passed by the Housing Authority of the City of Bremerton this 22d day of 
July 1958. 

Attest: 

Geo. S. CALLAHAN, Chairman. 
E. G. HUMBLE, Hvecutive Secretary. 

Mr. Apponizi1o. The committee will stand in recess until 2 p.m. 

(Whereupon, at 12 noon, the subcommittee adjourned, to reconvene 


at 2 p.m. of the same day.) 
AFTERNOON SESSION 


Mr. Rats. The committee will please be in order. 

Our first witness for this afternoon is Mr. John H. Arrington, 
Chief of the Family Housing Division of the Office of the Assistant 
Secretary of Defense. 

Come around, Mr. Arrington. 

Mr. Arrincton. Good afternoon, Mr. Chairman. 

Mr. Rats. Nice tosee youagain. Glad to have you. 

Mr. Arrineron. Glad to be here. This is Mr. Harvey of our 
Housing Division staff. 

Mr. Rars. Delighted to have you, too. I see that you have a 
rather brief statement, other than the figures at the back, which I 
assume is an attachment. You may proceed to present your state- 
ment, 

Mr. Arrtneron. All right, sir. Would you care to have me submit 
it for the record and just summarize it ? 

Mr. Ratns. No. I[ think I would like to hear you go through this 
statement. It is not long. 

Mr. Arrtneton. All right, sir. 


STATEMENT OF JOHN H. ARRINGTON, CHIEF, FAMILY HOUSING 
DIVISION, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
(PROPERTIES AND INSTALLATIONS), ACCOMPANIED BY HARLOW 
W. HARVEY, JR., HOUSING DIVISION STAFF 


Mr. Arrtncton. I appreciate the opportunity to appear before you 
today on behalf of the eemocsthaaae of Defense, in order to offer you 
our views on proposed legislation now pending before this committee, 
and report on the progress of our military housing programs. 

As of February 2, 1959, a total of 91,092 units have been authorized 
for development under the section 803 program. As indicated in the 
attached summary, 18,646 units are in completed projects, 51,400 are 
under contract, and the balance are in various stages of development. 
It will be noted that for projects which have reached the contracting 
stage, the mortgages average $15,474 a unit and total $1,084,223,384. 
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Of this sum, $659,993,382—61 percent—represents private commit- 
ments and $424,230,002—39 percent—commitments of the Federal 
National Mortgage Association. 

In addition to the 91,092 units already authorized, a substantial 
number of additional units will be proposed for authorization in the 
Department of Defense military construction authorization bill for 
fiscal year 1960. It is therefore important that the present expira- 
tion date for the 803 program be extended for a period of 2 years, to 
June 30, 1961, in order to allow for the continued orderly develop- 
ment of the program. 

Public Law 85-364, enacted on April 1, 1958, provided for an in- 
crease in the interest ceiling on section 803 mortgages from 4 to 444 

ercent. Immediately thereafter, following consultation with the 
Office of the Secretary of Defense, the Federal Housing Administra- 
tion Commissioner established 414 percent as the current rate. 

Subsequently, private mortgage placements moved rapidly; since 
April 1958, 90 projects with 31,025 units have been placed under con- 
tract, with commitments for private mortgage peat se totaling 
$491,762,000. Except for 1,234 units with Federal National Mort- 
gage Association commitments outstanding prior to April 1958 (to- 
taling $18,355,000), no additional 803 projects have been financed with 
FNMA commitments. During this same period, 1,172 units, with 
mortgages totaling $17,656,000, have been converted from FNMA to 
private permanent financing. 

Whereas the 414 percent mortgages approached par in the spring 
of 1958 (99 to 9914), the market has gradually tightened, and a dis- 
count of 4 to 4% points is now required. Stated in another way, the 
803 mortgages are currently salable only at a net yield approaching 
434 percent. At our present statutory ceiling of 414 percent, a 2 
point discount would produce the required yield. In any event, the 
return to the lender, and the cost to the Government will be sub- 
stantially the same. 

Although our present ceiling is adequate for the moment, we sup- 
port an increase in the ceiling to 514 percent (as provided in sec. 
117(2) of H.R. 3319), in order to provide for flexibility in the event 
of future adverse trends in the market. In this connection, it is im- 
portant that the mortgage term be increased from 25 to 30 years, in 
order to amortize housing aproaching the $16,500 per unit average 
cost limitation within the $90 per month average payment limita- 
tion. | 

The Department of Defense supports section 117(3) of H.R. 3319, 
which would add language to section 803 of the National Housing 
Act to clarify the authority to provide nondwelling facilities in 803 
projects. The military authorities desire to build a reasonable amount 
of such facilities, for purposes of project administration, maintenance, 
and protection, as well as for recreational purposes. It is contem- 
plated that costs would be held to an average of about $200 per hous- 
ing unit, within the existing $16,500 statutory ceiling. 

Section 119(c) of H.R. 2385 would add to title VIII of the Na- 
tional Housing Act a new section 810, authorizing the Federal Hous- 
ing Commissioner to insure mortgage on rental housing for military 
and essential civilian personnel serving or employed at a military in- 
stallation, on the basis of an “acceptable risk” rather than “economic 
soundness.” 
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Mr. Apponiz10o. May I ask a question on H.R. 2385? Do you know 
who sponsored that bill ? 

Mr. Arrinetron. That was Mr. Bowles, I believe. 

Mr. Apponizio. Of Connecticut. 

Mr. Arrtneron. The FHA would accept the determination of the 
Secretary of Defense or his designee as to the need for the housing; 
but the FHA could require the Secretary of Defense to guarantee 
the armed services housing mortgage insurance fund against loss, 
whenever it determined the risk to be not acceptable. 

The Department of Defense opposes the enactment of this provi- 
sion, since it does not desire to sponsor housing for which it does not 
fully control the location, design, or costs. So far as military and key 
civilian personnel are concerned, provision can normally be made for 
them under section 803, at locations where the private housing sup- 
pe manifestly inadequate. 

r. Ratns. Why don’t we skip the rest of the discussion on that 
subject anyway, and move over to the next page, section 702. 

Mr. Arritneton. All right. 

With regard to other “civilian employees, previous efforts by the 
military departments to provide rental housing have not been success- 
ful, because for the most part they ‘are already residents of nearby 
communities, and prefer to occupy homes of their own choice. The 
Department of Defense does not desire to assume financial responsi- 
bility for sales housing for civilian employees, except to a limited de- 
gree under the section 809 program, for essential civilian employees 
at, research and development installations. 

Section 702 of H.R. 2357 would amend section 404 of the housing 
amendments of 1955 to authorize the acquisition of section 207 hous- 
ing built adjacent to military installations prior to July 1, 1952, and 
certified by the Department of Defense as being necessary for mili- 
tary use. Section 603 would further make mandatory the acquisition 
of section 207 projects located at or near installations where title 
VIII projects are built. The Department of Defense opposition to 
the enactment of this provision was covered during testimony on 
similar provision last year. 

Mr. Rartns. The discussion you were having with reference to H.R. 
9385 doesn’t appear in the bill which I introduced, that particu- 
lar section doesn’t, but something closely akin to it does appear, as we 
understand, in the Senate bill. Mr. Addonizio would like to go into 
it a little more. SoI regret I caused you to turn over. Suppose you 
go back and let him ask youa question on the previous page. 

Mr. Arrrneron. All right, sir. 

Mr. Apponizio. Mr. Chairman, I have indicated all during these 
hearings that I feel that there is a great problem in these defense 
areas as it pertains to housing. In my judgment—and certainly in 
the judgment of a lot of people within these areas and communities 
that are adjacent to these defense areas—it seems to be the thinking 
that these installations are going to be of some long duration. They 
are of a permanent nature. Of cours», the one that has come to my 
mind quite often is the installation at Warner-Robins, Ga. Also, a 
number of Members of Congress have brought to my attention the 
fact that builders are having : a great deal of difficulty getting any ap- 
proval of funds, or FHA insurance commitments, in the building of 
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homes, in those kind of areas. It was indicated to me that there are 
probably about 19,000 families located in the Warner-Robins area, 
all employed directly or indirectly by Warner-Robins Base. 

Now, this section 119(c) of H.R. 2385 that you talk about seems 
to me would be part of the answer to that problem. I notice that 
you talk about acceptable risk, rather than economic soundness. Now, 
the FITA has continuously turned down this type of housing in these 
areas because of economic soundness. I would like to know from 
you what you consider acceptable risk. 

Mr. Arrinaron. Well, that is a rather hard term to define. I think 
the intent here, in substituting that in the legislation for the expres- 
sion “economic soundness,” was to permit some latitude of discretion, 
so far as the evaluation of future industrial growth and permanency 
of the community. Acceptable risk appears to be a less emphatic 
phrase than economic soundness. 

Mr. Apponizi1o. But what I am getting at is this: Is that going to 
get the houses built? It seems to me that FHA and the Department 
of Defense, both, have been very lax in this particular area. I don’t 
think either one of you have faced up to this problem and have recom- 
mended to the Congress anything in the way of legislation to solve 
this difficulty. I am just wondering what acceptable risk means. 
They keep talking to me about economic soundness and the fact that 
it is a one-industry area, and for that reason turn down builders even 
though there are 19,000 families down there, many in need of hous- 
ing, but they just don’t do anything about it. 

Now, I would think that from the information I received, that 
Warner-Robins, for example—and that is only one of many others 
that I could talk about—that that base is going to be there for many 
years to come. It is told to me that it is the largest Air Force supply 
depot in the world. And I would think that it probably will be there 
after you and I are gone. Now I am just wondering how we can 
supply housing to the people in this area, particularly when it is 
shown that every outstanding person in this area says that there is 
a shortage of housing and that something should be done about it. 

Now, who is going to assume this obligation ? 

Mr. Arrtneton. As I understand the FHA’s position, they do re- 
gard areas where a military installation is the predominant activity, 
and in some cases the sole activity, essentially one-industry areas. 
As I recall from testimony which Mr. Mason gave several years ago, 
where the legislation provides that he must make a finding of eco- 
nomic soundness, he has to satisfy himself that under any foreseeable 
circumstances there will be a long-term level of economic activity and 
a long-term demand for housing. 

I think that there may be an inclination to regard areas where the 
military is the sole or major activity as one-industry areas. Pre- 
sumably this language, “acceptable risk’ would allow a little more 
latitude for discretion. 

Now, we have had a similar experience—— 

Mr. Apponizro. I haven’t had a chance to study this particular sec- 
tion of H.R. 2385 that you speak of, but I know in my own mind that 
something has to be done with respect to this problem. If this is 
the answer, I certainly want to support it. 
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Mr. Arrtneron. Sir, we have similar legislation in section 809, 
which was enacted, I think, 2 or 3 years ago, which provides for FHA 
mortgage insurance for essential civilians at research and development 
installations. And there the general terms of the FHA insurance are 
similar to section 203, I believe. 

However, we have found, to date, that in any and all instances where 
we have programed construction of 809 housing, the FHA has re- 
quired the Secretary of Defense to guarantee the armed services hous- 
ing mortgage insurance fund against loss. 

Mr. Apponiz1o. Which the Department of Defense is reluctant to 
do, and as a result, you haven’t had too much 809 housing built ? 

Mr. Arrineron. I believe we, on the last page, have a status report 
of 809 to date. 

We have just over 2,000 mortgages, $25 million, insured to date. In 
addition, FHA has issued a number of conditional commitments to 
project developers. This has assisted considerably in relieving the 
civilian housing requirements at areas uch at Patrick Air Force Base, 
Fla., and Huntsville, Ala. We are reluctant, however, to go into a 
widespread program for guaranteeing off-base housing built in the 
civilian community over which we would exercise little control. 

Mr. Rarns. Of course, that section only applies to about five spots 
in the United States, doesn’t it, Mr. Arrington / 

Mr. Arrrneton. The 809 section; yes, sir. 

Mr. Rarns. It doeS not apply to a place like Warner-Robins; it 
only septs toa place where there is research—— 

Mr. Apponizio. Scientific personnel. 

Mr. Rarns. Yes. 

Mr. Arrincron. This proposed section 810 would extend the 809 
in principle. 

Mr. Apponiz1o0. So 809 is not the answer to the question I raised ? 

Mr. Arrtnetron. No; this would be an extension of it. 

Mr. Apponizio. I just wish that either the FHA or the Department 
of Defense, or someone, would come up with the answer to this prob- 
lem, because it seems to me that it is one that is very prevalent. There 
were any number of Members of Congress who testified here yester- 
day indicating that they had similar problems in their areas. I just 
wish that I could find out the solution to it, because I would like very 
much for something to be done. 

Mr. Arrineron. I think the essential difficulty is predicting the 
sustained level of defense activity at such a number of installations 





Mr. Apponiz1o. I don’t think it should be too much of a problem 
to determine whether a base is going to be there for some years. Cer- 
tainly, I can’t visualize Warner-Robins—and I come back to that base 
again because I know of that particular example—I can’t visualize 
the Department of Defense making any changes there when I under- 
stand they just consolidated that base with some others. 

Mr. Arrinoton. Well, Warner-Robins is a permanent installation. 
But projections of future strength levels there depend upon cer- 
tain assumptions. Now, if those assumptions were to change, I don’t 
think anyone could say what might happen to the actual level of 
activity. 
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Mr. Apponiz1o. Well, in the meantime there are 19,000 families 
there who have no place to live as such, or at least don’t live in de- 
cent accommodations. 

I think that you are under some obligation, or at least the Depart- 
ment of Defense is, to find some answer to this problem. 

Mr. Arrineron. We prefer, as a matter of across-the-board policy, 
to rely on private housing wherever we can, even for our military 
personnel. We provide housing for military personnel 

Mr. Apponiz10. FHA has told me they don’t have an answer to it. 
Now you tell me you don’t have an answer to it. So I guess we will 
just let the situation stay the way it is? 

Mr. Arrtneton. I suppose, sir, that our answer at this time is that 
we are giving primary attention to the needs of the military person- 
nel, and of course we have a great backlog there of requirements 
which we must take care of. Also, to the needs of the essential civil- 
ians at the research and development type installation. 

Before considering extending our present programs, on a broader 
scale, that is. 

Mr. Apponiz10. I will not pursue it any further, but I certainly 
wish to draw your attention to the problem and I certainly wish that 
you would carry the message back to whomever has the responsibility 
in the Department of Defense, and see if they can’t come up with some 
kind of an answer. 

Mr. ArRINGTON. Yes, sir. 

Mr. Apponiz1o, Thank you. 

Mr. Rarns. You may proceed. 

Mr. Arrtneron. The Office of the Secretary of Defense has at- 
tempted to bring increased uniformity into the administration of the 
Wherry acquisition program by the military departments, and it is 
believed that progress has been made in this regard during the past 
year. Acquisitions have continued at a reasonable pace, and as of 
December 31, 1958, had covered over half the program: 53,776 units 
out of 83,727. These were divided as follows: 





GRRE ieee 5 RES REL ET Pa eae LAM oA, SL ee ER ee ee 14, 009 
an 0 ws eitginein va hgh ai as hive Mori a eh en ash imag ie 8, 387 
ER kro, lee te eee, EA p La ented epean ones igs eee cnet Maar 31, 380 


In addition to the above, the Army plans to acquire 2,443 units and 
the Navy 4,152 units prior to the end of fiscal year 1959, for a new 


_ total of 60,371 units. 


Mr. Rats. Are you talking about Wherry acquisitions? 

Mr. Arrtneton. Yes, sir. 

Mr. Rarns. All right. Of course, we are interested in that. But 
we have to carry on with the next witnesses. The Army has acquired 
how many units? 

Mr. ArrincTon. Fourteen thousand and nine, as of December 31. 

Mr. Rarns. The Navy how many ? 

Mr. Arrtneton. Eight thousand three hundred and eighty-seven. 

Mr. Ratns. And the Air Force 31,380 ? 

Mr, Arrineton. Yes, sir. 

Mr. Rains. Now give us what you plan to do? 

Mr. Arrincron. Prior to the end of this fiscal year the Army plans 
to acquire an additional 2,433 units, and the Navy 4,152 units, which 
will produce a new total of 60,371. 
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Mr. Rarns. What I would like to call your attention to, Mr. Arring- 
ton—of course, I recognize the difficulties involved in this program— 
why is it that the Army and the Navy—and we have asked this ques- 
tion so often it gets kind of boring—but why is it that the Army and 
the Navy don’t have as good a record in this asquisition program as 
the Air Force? 

Mr. Arrineron. Well, sir, it is fundamentally a difference in phi- 
losophy. The Army and Navy have preferred to see the housing 
project remain in private management and available to their personnel 
on a rental basis. 

The Air Force, which, at the time of its separation 10 years ago 
from the Army, acquired a number of installations with a low housing 
inventory, has placed more emphasis on acquiring the Wherry pro}- 
ects and bringing them under a uniform system of management. 

Mr. Rains. When Mr, Addonizio was questioning you about the 
very fault and failure of the military, he had in mind a Navy base that 
is now being set up down in Charleston, in which Congressman Rivers 
is greatly interested. He say there are about 9,000 people about to 
move in, no housing to put them in, military personnel and all, and 
yet there is no program he she suggested to us whereby we could help 
in any way about housing those people. 

Mr. Arrineton. I had understood that the industry representatives 
in the Charleston area had stated that they were prepared to build the 
housing that was needed. 

Mr. Rarns. I don’t know what they stated, but their Congressman 
told us they can’t get FHA commitments. The FILA says they don't 
know how long the Navy is going to stay down there, therefore, they 
can’t find the economic soundness. 

A businessman in Charleston, according to Congressman Rivers, 
says unless they can get FHA commitments, they can’t build 3,000, 
4,000, 5,000 units of housing. 

Mr. Apponiz1o. You also have the one from Oklahoma that was 
testified to. 

Mr. Ratns. I mentioned that in order to point out the other factor. 
It seems to me that the Army and Navy would want to change their 
policy and philosophy, since the Congress has so often, very frankly, 
written into the report just plain straight language that we mean, and 
we underscore it, for the Army and Navy to acquire it. 

Now, whether they like to do that or not—I don’t want you to take 
this as a personal reference—but we are greatly dismayed that we 
can’t get them to carry out what Congress writes into the bill and into 
the reports. 

Now, I recognize the fact that the minute we get through with this 
housing bill, the military goes running over to the Armed Services 
Committee and talks to them. After all, I think that the housing 
legislation, especially affected by FHA and Wherry, and they both 
are, is definitely to be written by this committee. In fact, I know that 
is correct. 

So I want to underscore on the record and send back with you, and 
please show it to your boss, that we are disappointed that the Army 
and Navy doesn’t do as good a job with this Wherry acquisition as the 
Air Force. And if they could, we would soon get rid of this very 
thorny problem, because it is difficult. 

Mr. Arrtneton. Yes, sir. 
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Mr. Rains. And this committee will appreciate any cooperation 
that you can help us get from the Army and the Navy. We think, 
if you check over, you can’t help but think that the Air Force has 
done an excellent job. If we could get the Army and Navy to coop- 
erate as well, I don’t think this Wherry thing would be with us for 
many more years. 

Mr. Arrineton. Yes, sir. 

Mr. Rains. I know that some of this Wherry housing is not of the 
type that the military would like to acquire, but in the light of the 
fact that the Federal Government is on the note of that Wherry 
owner, we will have to pick up the default of that mortgage owner, 
if it goes into default. We are interested in protecting the Govern- 
ment from every angle. It doesn’t help to save $1 on defense and lose 
$1 on FHA. Does the Department of Defense desire to make any 
recommendations as to amounts that might be necessary in order to 
put these Wherry units into the condition in which they would be 
willing to accept them? Has there been any thought given to that 
in the Department of Defense ? 

Mr. Arrineron. Yes, sir. And that is a point that we covered 
very fully with the House Armed Services Committee. And I believe 
as a result of some rather extensive testimony, during which the mili- 
tary described the types of repairs and improvements that they would 
make, the House Armed Services Committee established a ceiling of 
$3,000 a unit, with the understanding that below that ceiling they 
didnt’ desire to review the projects individually, but that they would 
like to take a look at any projects where the improvements would 
run in excess of $3,000. 

Mr. Rains. Do you regard that amount as a reasonable amount for 
the renovation or change or whatever might be needed to some of 
these projects / 

Mr. Arrrneron. Yes, sir; that is certainly a reasonable amount. 
Only in a very few instances would they run above that. 

Mr. Ratns. And did the Armed Services Committee give you fav- 
orable reception on that request or have you been advised as of their 
attitude ? 

Mr. Arrtneton. Yes, sir. Their views were very favorable. 

Mr. Rains. So I point out again that if it is not as it should be I 
would like to see it. I think this Congress would seriously consider 
helping the military, Army, Navy, Air Corps, any of them, get the 
funds to put it in line. 

So I hope that we will get the right kind of recommendations. Of 
course, we are not the Armed Services Committee, but we are Mem- 
bers of Congress and maybe we can help you get that done and that 
would help move along the program, wouldn’t it ? 

Mr. Arrtnaton. Yes. 

Mr. Ratns. Well, you are down to the last paragraph on the bottom 
of that page. 

Mr. Arrincton. The Department of Defense supports the provision 
contained in section 117(4) of H.R. 3319, which would authorize the 
FHA Commissioner to reduce the amount of the mortgage insurance 
premium below one-half of 1 percent for mortgages on Wherry proj- 
ects acquired by the Department of Defense. 
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The present premium of one-half of 1 percent, the minimum now 
authorized by law, appears unnecessarily high, since the risk of loss is 
virtually eliminated when the Secretary of Defense acquires the 
projects. 

The Department also supports the provisions of section 703 of H.R. 
2357 (also contained in H.R. 2385, H.R. 2959, and H.R. 3434), which 
would clarify the authority (in condemnation cases) of the Secretary 
of Defense or his designee to assume mortgages on acquired Wherry 
projects. 

As you know, most of the statutory provisions relating to the 
acquisition of Wherry housing are contained in the Housing Act of 
1956 (Public Law 1020, 84th ‘Cong.). 

However, the only current provision which makes specific reference 
to the assumption of Wherry mortgages, and to purchases subject to 
such mortgages, is section 310 of the Supplemental Appropriation 
Act, 1957 (Public Law 814, 84th Cong.). 

The Department of Defense, and the Department of Justice, which 
of course handles all condemnations, have consistently taken the posi- 
tion that Public Law 1020 clearly contemplates that the military may 
assume or purchase subject to mortgages, since it makes the revolving 
fund available for the payment of principal, interest, and mortgage 
insurance premiums, and at least one court has upheld this position. 

However, it seems important that any possibility of doubt on this 
point be removed, because an inability to assume or purchase subject 
to mortgages would require the Depar tment of Defense to pay off each 
mortgage as the project was acquired. This would so sharply reduce 
the revolving fund that projects could be acquired only at a much 
slower rate. 

Under the section 809 program providing for-sale housing for es- 
sential civilian employees at research and dev elopment. inst allations, 
the Department of Defense has authorized the services to issue cer- 
tificates of need to FHA covering 4,650 units in 7 areas. 

As of December 31, 1958, the services had issued 3,084 individual 
certificates and FHA had finally endorsed 2,055 mor teages totaling 
$25,793,450 under a Department of Defense guarantee of the FHA 
mortgage insurance fund; mortgages totaling S16, 963,000 on 858 units 
and 474 existing units were insured during 1958. So the program 
_is moving more rapidly. 

Mr. Rarns. You will be interested to know that the other night I 
had an opportunity to talk with General Medaris from down at 
Huntsville, where some of this great pressure has been. He told 
me that other than for rental housing, this particular bill was begin- 
ning to meet their needs in Huntsville. 

In other wor ds, he gave me a fairly rosy report of the situation in 
Huntsville. 

Go ahead. 

Mr. Arrinecron. I am glad to hear that, sir. 

Tlowever, this does not represent total activity under the program, 
because FHA has also issued conditional commitments to project 
developers in order to achieve the economies of volume construction. 
Also, as of November 30, FNMA has executed mortgage purchase 
commitments amounting to $24,273,000 on 2,652 units, but since com- 
mitment about $4,850,000 has been picked up by private investors. 
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to answer any questions the committee may have. 
(The tabulation is as follows :) 


667 


This statement has been cleared in substance by the Bureau of the 
Budget, which has no objections to its submission. 


I shall be glad 


Title VIII (Capehart) housing program—Summary of development program as of 
Feb. 2, 1959 


_——— 











Total Army Navy Air Force 

— | |__| 
Approved by ASD (P. & L.)_-. 91,092 (242)/ 27,075 (99) 11,318 (29) 52,699 (114) 
In process. | 13,742 (49) 3,382 (20) 2,780 (10) 7,580 (19) 
Advertised 5,053 (15) 1, 306 (4) 1, 164 (4) 2, 583 (7) 
Bidder accepted 2,251 (&) | 874 (4) 890 (1)} 577 (3) 
Under contract !__. | 70,046 (170)| 21,518 (71)} 6,574 (14)} 41, 950 (85) 
Private |} 42,400 (1 14) | 9,384 (42) 4,645 (10)| 28,371 = (62) 
FNMA ---| 27,646 (56)) 12,129 (29)} 1,929 (4)}_—13,588 (23) 
Total cost of units under contract. -..---| $1, 139, 510, 501 $354, 779, 405 $105, 737, 687 $678, 993, 409 
Average... 16, 268 | 16, 491 16, 084 16, 182 
Mortgage proceeds 1, 084, 223, 384 335, 184, 051 102, 490, 467 646, 548, 866 
Average. 15, 479 15, 580 15, 590 15, 409 
Private... . | 459, 993, 382 148, 177, 586 71, 744, 410 440, 071, 386 
FNMA. i 424, 230, 002 187, 006, 465 | 30, 746, 057 206, 477, 480 
Appropriated funds : 55, 287, 117 19, 595, 354 3, 247, 220 32, 444, 543 
Average. _.....-.- : 789 911 494 773 











1 Includes 18,646 (51) units in completed projects: Army, 9,120 (33); Navy, 955 (3); Air Force, 8,571 (15). 


Note.—Number of projects shown in parentheses; sum of numbers in various stages may not equal num- 
bers approved due to combination and incrementation of projects for contract purposes. 


Mr. Rarns. I guess we covered most of it as we went along with 
uestions, Mr. Arrington. One thing I wanted to comment very 
avorably on. It is very pleasing to me to see how the title VIII and 
Capehart program has received mortgage credit and support from 
private investors. 

Mr. Arrineton. Yes, sir. 
Congress acted. 

Mr. Rains. And if mortgage credit doesn’t get too tight—it looks 
like it may get a little tighter, in my judgment—why, it has some pos- 
sibility of carrying into this year in a good percentage; don’t you 
think ? 

Mr. Arrineron. Yes. We would like the higher ceiling merely to 
give us flexibility in the event of adverse circumstances in the future 
which we might not be able to anticipate. We feel the record demon- 
strates that we have been very conservative in using the ceiling which 
has been given to us to date. 

Mr. Rains. Any questions? 

Mr. Apponzio. No. 

Mr. Barrett. No. 

Mr. Ratns. I want to thank you for your appearance. We appreci- 
ate it very much. I hope we can all continue to work together this 
year and solve this thorny Wherry problem so we won’t have to talk 
about it every year. 

Mr. Arrineton. All right, sir. 

Mr. Rats. We appreciate your statement. 

Mr. Arrineton. Yes, sir. 

Mr. Rains. ‘Thank you very much. 

Mr. Arrrneton. Thank you, Mr. Chairman. 

Mr. Rains. The next witness is the Wherry Housing Association, 
represented by Mr. Roland Boyd, general counsel of the association. 


It really picked up last spring after 
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Come around, Mr. Boyd. How is everything deep in the heart. of 
Texas, Mr. Boyd ? 

Mr. Boyp. It was pretty cold there yesterday. 

( Discussion off the record. ) 

Mr. Rats. We are glad to have you here. I note that you have a 
good many exhibits and you have a very extensive presentation, charts, 
and so forth. Your entire statement will be included in the record. 
You can summarize those figures for us. 


STATEMENT OF ROLAND BOYD, GENERAL COUNSEL, WHERRY 
HOUSING ASSOCIATION 


Mr. Boyp. I had not planned on reading any of the statement. I 
had planned on making a brief oral statement and then inviting any 
of the questions that any of the committee might have. 

Mr. Rarns. Allright. The entire statement may be included in the 
record and you can proceed as you see fit. 

(The statement is as follows :) 


FEBRUARY 3, 1959. 
CHAIRMAN RAINS AND GENTLEMEN: We did not want to unduly burden your 
record, therefore we have omitted much material which might aid you. Some 
of these subjects, all or any of which we feel qualified to discuss orally, are as 
follows: 
1. Wherry law served its purpose. 
2. Capehart law is improvement over Wherry law in many respects. 
3. Why isn’t the Wherry owner entitled to enhancement in value of his houses? 
4. Since Government is buying Capehart houses through contractual ar- 
rangements from builders at an average of $15,474 per unit, why are they not 
willing to buy from Wherry owners on the same square footage price basis? 
5. Our idea as to basic error in original Wherry law. 
6. Chief complaints of Wherry trial attorneys about Government’s method of 
attempting to prove value of a Wherry house. 
7. Most people don’t understand that there is no Government money in a 
Wherry house until and unless it defaults. 
We invite any questions you may wish to ask. 
RoLaNnp Boyp. 


STATEMENT OF ROLAND Boyp, GENERAL COUNSEL FOR THE WHERRY HOUSING 
ASSOCIATION 


Chairman Rains and gentlemen, thank you for the opportunity of appearing 
before you. 

My name is Roland Boyd; I live in McKinney, Tex. I am actively engaged 
in the private practice of civil law. 

The Wherry owners are a cross section of free American enterprise. At the 
invitation of the United States they entered the military housing field. They 
used their experience, their money, their time, their labor, their talents to build 
this housing according to Government-approved plans and specifications and 
under Government supervision and in many cases on plans supplied by the 
Government. We feel that most of them did an excellent job. They, through 
private corporation setups, own this property and they, being businessmen, want 
to protect it. Some Wherry corporations have few stockholders, some have 
as many as 50 to 100. They want and expect fair treatment, no more and no 
less. We have faith in this committee, in the Congress. We know your duty 
is to get the facts from both sides. We know that you will conscientiously try 
to work out sound and fair legislation. 

We believe we can assist this committee. Wein the Wherry Housing Associa- 
tion feel that we know the military housing situation. If there are any facts 
which we have, that we do not present to you, we will be happy to furnish 
them. 
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I will attempt to answer any questions any of the committee might wish to 
ask. If representatives of the military are present and have any questions, if 
your procedure permits, we would be happy to try to answer their questions 
also and, incidentally we would like the same privilege. 


I. CONGRESS HAS DETERMINED THAT IT IS IN THE BEST GOVERNMENT INTEREST THAT 
WHERRY HOUSING BE ACQUIRED 


Typical examples of committee reports are as follows: 


1. The Banking and Currency Committee of the House on page 18 of 
Report No. 313 (85th Cong. Ist Sess. 1957) said: “Your committee believes 
strongly that Wherry Housing on or adjacent to military bases should be 
owned and operated by the military department concerned.” 

2. The Armed Services Committee of the House, in Report No. 688, p. 31, 
June 26, 1957, said: “As the Armed Services Committee pointed out last 
year the savings to be effected are so large that it would be an unreasonable 
man indeed who would deny the wisdom of embarking upon this program 
of purchase.” 

3. The Senate Armed Services Committee in Report No. 842, p. 6, August 
8, 1957, said: “Recognizing that Wherry units would be in existence at 
military installations for perhaps the next 60 to 70 years and that in many 
instances it would be desirable for the military department to purchase 
them, Congress enacted permission acquisition legislation in 1955.” 

4. The Senate Committee on Appropriations in Report No. 980, p. 11, 
August 15, 1957, said: “It appears that the continued operation of these 
projects under the present conditions is excessively expensive to the Gov- 
ernment, and that the best interest of the Government will be served if the 
military will proceed with dispatch and acquire these projects.” 

5. The House Committee on Appropriations in Report No. 1009, p. 6, 
August 6 ,1957, said: “These owners have businesses to operate and are 
certainly entitled to know what the plans of the Government are with 
respect to the acquisition of these projects.” 


From the above it is amply clear that Congress wants these projects acquired. 

In our testimony before the congressional banking and currency committees 
last year (Senate May 20, 1958, and House July 16, 1958) we discussed the 
following points: 


II. THERE ARE MANY SOUND REASONS FOR ACQUISITION OF WHERRY 


1. It would probably permit reduction in rents. 

2. It would resolve problems involving local taxes. 

3. If alterations and enlargements are desired of some units, this could be 
accomplished. 

4. It would permit assignment of personnel to such units, and allow the military 
to more efficiently manage their housing establishment, in that they would have 
management and control of Wherry the same as they do old appropriated fund 
housing, new appropriated fund housing, and Capehart housing. 

5. It would eliminate competition between Wherry project owners and Cape- 
hart or appropriated fund housing. Owners in order to protect themselves, feel 
that they must continually be alert as the military asks for appropriated fund 
housing or as Capehart is completed. They feel that as the number of Capehart 
units increase the military are going to favor those installations and that whether 
Capehart is at or near their location or not, their occupancy will suffer. They 
are disturbed by reports that Capehart has been canceled or deferred at many 
bases purely because the military did not want to acquire Wherry. 

6. It would eliminate the chances of expensive litigation for the Government 
and the Wherry owner. Eighteen projects have defaulted. There are a few 
more which have never had sufficient occupancy to make it a successful opera- 
tion. Some of these owners have tremendous investments in money, time, and 
effort in these projects. Two projects have already filed cases in the Court of 
Claims; doubtless many more will in the future. Acquisition would eliminate 
this litigation. 

7. Acquisition would resolve the problems brought about by the incompatibility 
of the military and private enterprise in the management of military housing. 

8. It would resolve the difficulty most Wherry owners are having, since the 
acquisition of some projects started, in keeping capable managers and other 
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key personnel. Many owners are now forced to pay sizable bonuses in addition 
to adequate salaries.. 

9. It would resolve the difficulty which arises because many prospective 
tenants are finding it undesirable to move into Wherry because they have heard of 
acquisition elsewhere and feel that their tenure would be temporary only. 

10. As the congressional committees have reported, it would be a wise invest- 
ment for the Government to make, this is doubly so since they will be self- 
liquidating. Public Law 1020 permits acquisition on a 5-year installment basis 
which, in most cases, would self-liquidate the negotiated purchase price for the 
equity. 

11. Military operation could eliminate many costs that the Wherry owner 
must pay. (See exhibit No. 1 attached.) 


III. HISTORY OF LEGISLATIVE EFFORT TO ACCOMPLISH ACQUISITION OF WHERRY 


Before the original Wherry law was passed, while congressional hearings were 
being held, several references were made to the future acquisition of these 
houses by the Federal Government. 

In 1955 the first law was passed permitting acquisition. None were acquired 
under it. 

In 1956 the military sponsored a bill which, if it had been passed into law and 
enforced would have meant bankruptcy to most of the Wherry projects. Ina 
desperate effort for survival and self-preservation, Wherry owners started 
bringing their side of the facts to Congress. The end result of this controversy 
was Public Law 1020, which provided for mandatory acquisition of Wherry 
before Capehart could be constructed at any base. This law also contained a 
formula for price determination. 

In 1957 during the next session it appeared obvious to us that the military 
were concentrating their efforts on methods by which they could avoid acquisi- 
tion and at the same time were making a major effort to secure the repeal of 
Public Law 1020. It was against this background that the committee reports 
above quoted were made. After the legislative die was cast in this controversy, 
the Air Force reaffirmed a previously announced policy to acquire all Wherry 
and instituted a program to carry out this policy. In the next few months it 
appeared to Wherry owners and attorneys that the other branches of the service 
were going to do what the Federal courts made them and no more. This atti- 
tude produced much conflict and controversy between the Wherry owners and 
various branches of the Government. 

In 1958 our association tried to bring Wherry owners complaints before Con- 
gress with testimony, which pointed out the following facts: 

There is much strife between the Army and the Wherry owners, who are now 
in condemnation. The following are typical examples of the Wherry owner 
complaints : 

1. Public Law 1020 gave the military the choice of acquiring the Wherry 
Corp. by a stock purchase or by buying the housing asset only. If the stock 
of the corporation was purchased, the military would own all the corpo- 
ration assets, including reserve for replacement funds, etc. But the Army 
chose to purchase the housing assets only and not the stock and in many 
instances have tried to get the reserve for replacements which clearly be- 
longs to the corporation. 

2. Wherry owners have been offered, through messengers, with no oppor- 
tunity to negotiate, say $1,174.50 per housing unit for their property for 
which their appraisers had told them was worth twice that amount, and 
when the offer was rejected, condemnation would be filed and the military 
and/or Justice Department would cause $335.57 per housing unit to be de- 
posited in court as just compensation for their property. Then their prop- 
erty would be taken over, their income stopped, with refusal to release re- 
serves for replacements, followed by months upon months of worry, heavy 
legal expense, travel, appraisal expense, on a crowded court calendar, with 
the prospect that when the case is finally reached and tried both sides will 
probably appeal. 

8. Many Wherry owners whose cases are in condemnation have been 
called on by agents of the FBI for permission to check their hooks and rec- 
ords. The owner and his attorney hesitate not to open their books to them. 
Some that have, have had the agents stay in their offices for weeks. This 
is embarrassing to them and to their employees. Since the case is in court 
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and the only question which the court is concerned with is present-day value 
of the property, they feel that this is not justified. I believe any impartial 
disinterested person would have the same reaction. 

4. Wherry owners who are not in the mandatory category know the mili- 
tary needs additional housing. They know that much is being built now 
and that more is planned. They feel that, say 1 or 2 years from now, when 
much of this newly certified housing is built at installations other than 
theirs, the military will favor the installations where they have not only 
certified the new housing but have acquired the mortgage, and it is their 
responsibility to pay off the mortgage with occupancy as it is in Capehart, 
reducing the Wherry occupancy below solvency points. 

In 1958 S. 4035, the omnibus housing bill, as it was voted on in the House, 
under suspension of rules, and failed by only six votes to get the required two- 
thirds majority, contained provisions making it mandatory that Wherry be 
acquired and provisions designed to expedite acquisition procedures. 


IV. PRESENT STATUS OF WHERRY ACQUISITION 


(a) The two following tables show the status of Wherry acquisition as of 
January 22, 1959: 


TABLE No. 1 

















Total num- Projects Projects Projects still 

Branch of service ber projects | acquired by placed in owned by 

built negotiation | condemna- private 

tion enterprise 
a tinichaniniadadsrcioie sche 62 | 42 | 12 8 
PSs sch Ginoedickedecce Ree eee ee 56 | 3 | 18 35 
DN 24h idcawcastakvnckoues iwdul behets 64 | 12 | 7 45 
2 a i, ne ro 182 57 | 37 88 
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Branch of service | ber of units quired by | incondem- | owned by 
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| | | | enterprise 
ER | ee eee ee Se Re 37, 103 23, 000 | 8, 515 5, 588 
an SL a al alg eli se Loa a :| 22) 236 2/900 | 11, 509 7, 827 
Gdn wkdde debi bacdeuhbwas duduadudapuuacaned 24, 503 5, 555 2, 832 | 16, 116 
| 





EE OCTET ae | "83, 842 2 31,855 22, 456 | 29, 531 





(vb) We think the following five charts fairly interpret the basic data con- 
tained in the tables. 


CHuart No. 1.—Percentage of Wherry projects either still owned by private 
enterprise or in condemnation. 
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CuarT No. 2.—Progress made by each branch of military service in getting 
private enterprise out of military housing ownership without resort to courts. 
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CHuart No. 3.—Progress made in getting private enterprise out of ownership of 
military housing both by negotiation and condemnation. 
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Cuarr No. 4.—Approximate additional time needed to get private enterprise out 
of the ownership of military housing based on progress made from passage of 
Publie Law 1020 until Feb. 1, 1959: 


Cs ERE a eb Rg e oe Se Di rics ha hcg toieaicnid ag Occ ea eta _. 4 months 
Se CE oe ee Oe eae: So es ee ene eee Seen OE ee 4 years 
ee en eed erate cere ee ee Oe ee ee 8 years 


Cuart No. 5.—Comparison of percentage of projects which will be acquired by 
negotiation and by condemnation if all projects are acquired and the pattern 
heretofore established continues. 
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Eminent domain experience proves that in practically all acquisition pro- 
grams at least 75 percent of the property is acquired by negotiation. 

(c) We feel that the following conclusions are justified : 

1. Public Law 1020 was a sound piece of legislation and when properly applied 
provided adequate machinery to accomplish the purpose for which it was en- 
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acted. We would direct your attention to chart No. 5. We think the Air Force 
has demonstrated this fact. 

2. There is no uniform policy in the three branches of the service in carrying 
out this program. This lack of uniformity leads to confusion and generates 
unnecessary ill will. 

8. That the people who own Army and Navy projects where Capehart is 
being built have these choices: either sacrifice their property for a small part 
of its value as they see it, or arrange financially to support their cases which 
may lie on crowded court dockets, thén go through trials that last for weeks, 
then appeals that can conceivably last for years. 

4. That unless the law is changed and mandatory acquisition is added the 
people who own projects where no Capehart is being built have this real threat 
hanging over their heads: That as of January 15, 1959, there were 52 Cape- 
hart projects containing a total of 17,766 units already completed ; 126 projects 
containing 52,280 units under contract; a total of 128 Capehart projects with 
54,205 units are placed at installations where there is no Wherry. As more 
of these newly certified Capehart houses are built, the military personnel 
are naturally going to favor the bases where the slightly larger and slightly 
improved houses are located. We pointed out our fears in this regard last 
year as above referred on page 3. Wherry projects are located at Chincoteague 
Naval Base, in Virginia and Corpus Christi, Tex. We do not intend to imply 
that the controlling reason for currently anticipated closing is because Wherry 
is located there. Any argument as to why the bases are going to be closed is to 
the Wherry owner like the argument on humane slaughter is to the cow. It 
makes very little difference. 


Vv. WHAT IS HAPPENING WITH WHERRY AT THE COURTHOUSES ? 


(a) Two Federal courts have found that the Federal Government was not 
acting in good faith with the deposits that were put up when the property was 
taken over. One court has entered judgment ordering the property turned 
back to the owner and the Government to account to the owner for rents and 
revenues on the project for many months. When this type of procedure was 
ealled to the attention of Congress last session they passed H.R. 3368 which 
would protect the owner of private property if the Federal court found the 
Government was not acting in good faith. This legislation was vetoed. 

(b) There is still considerable litigation concerning section 511 (the ad 
valorem tax section) of Public Law 1020. It will be recalled that ‘the Supreme 
Court in the spring of 1956 in the Offutt case ruled that Wherry was subject 
to ad valorem taxes, so Congress put in this section allowing credit off for 
services rendered by the project and installation which was usually paid for 
with ad valorem taxes. Many States refuse to recognize the constitutionality 
of this law and much litigation has ensued. 

(c) One case has been filed in Federal court alleging the military installation 
deliberately prevented their personnel from living in the Wherry project. Ac- 
cording to our last information the case was still pending. 

(d) Two Wherry cases have already been filed in the Court of Claims and 
apparently several more will go there in the future. 

(e) Five Wherry condemnation cases have reached the point of trial court 
price determination. 


VI. WHAT ARE THE COURTS SAYING ABOUT THE VALUE OF WHERRY PROPERTY ? 


Five Wherry condemnation cases have proceeded to the point that they have 
trial court determination of value. One of these cases was tried before a judge; 
it resulted in an amount very near what the formula in Public Law 1020 would 
have given. Two more were tried before commissioners; one determined the 
price to be at approximately the formula and the other determined it to be 
several hundred dollars above. Two cases have been tried before juries; one set 
the price at many hundred dollars above the formula price and the other at a 
figure approximately $200 below the formula. To summarize results of the five 
trials, four gave formula or above and only one determined the price to be below 
formula, and even this price, although below the formula, apparently was above 
the highest offer in negotiation. So it appears at this time, based on experience 
to date, that if Wherry wants to hazard the journey she can proceed to trial with 
fair assurance that the odds are decidedly in her favor of getting more than the 
formula. 
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VII, WHAT ARE WHERRY COMPLAINTS CONCERNING THESE TRIALS ? 


1. A few owners, where their project is their only asset, are in such weakened 
financial condition, due to the manner in which the Government controls their 
tenants or lack of tenants, their rents, and their houses that they cannot 
marshal enough financial strength to go into the kind of legal war that ap- 
parently is necessary. Therefore these few cannot negotiate from a strong 
position. As a result they must take what they are offered, regardless of how 
ridiculous the figure might be. 

2. Many builders who have projects in one branch of the service, who have 
lived up to their obligations earnestly and honestly, have seen one branch of 
the service pay $2,000 per unit for equities in houses which are comparable to 
theirs and then be offered by another of the military services $500 per unit for 
theirs. Owners, in this same category, who through no fault of their own cannot 
protect themselves in court, see courts say that a house that is comparable to 
theirs is worth $2,100 or $2,600 per unit equity. 

3. Owners, some of whom are second and third generation builders, know 
that it is basic in determining the value of a building, if the building is well 
adapted to the real estate, to determine that value by figuring present day 
replacement cost and then subtracting depreciation from it; are upset when they 
hear and see the Government take the position that they own nothing except 
“right to income,’ when they and their wives sign notes to get the money to 
build the houses, many investing large sums of money in projects. They signed 
mortgages on the houses to secure the repayment, they have the right to remove 
the houses at the end of the lease, they have the responsibility to operate and 
maintain the house, and some of them even own the land in fee simple. Since 
the Government controls the income, they feel that the situation is analogous 
to the child who shot his mother and father and then pleaded for mercy because 
he was an orphan. 


VIII. WHY IS ADDITIONAL LEGISLATION NECESSARY ? 


If the three branches of the military service had followed Public Law 1020 
with a uniform policy in administering it, new legislation would probably not 
now be necessary. They did not. 


IX. WITHOUT LEGISLATION, WON’T THE JUDICIARY STRAIGHTEN OUT THE SITUATION? 


Certainly, they will. Wherry has the utmost confidence in our courts. The 
Constitution protects our rights and the courts will eventually straighten the 
situation out. The uniqueness of our property, which is a creature of the legisla- 
ture, is such that it generates such complex questions, the solution of which 
becomes such a herculean task that a few may survive until that point is reached. 


X. THE DIFFICULTY IS BROUGHT ABOUT BY THE FACT THAT WHERRY IS NOT “EVERYDAY 


PROPERTY.” IT IS UNIQUE IN THAT IT IS A CREATURE OF LEGISLATION 


For condemnation of “everyday property” which is taken for public use, we 
have a complete set of rules. All experienced condemnation counsel know where 
the rule book is and how to find the rules. But in dealing with Wherry we don’t 
have a rule book; if the Government has one, diligent search on our part fails 
to produce it. We are simply asking the Congress which created this peculiar 
property to prescribe the rules by which we are to operate. 


XI. “EQUAL JUSTICE UNDER LAW” 


Wherry neither wants nor expects more, but many owners now realize that 
unless Congress assists in clarifying this law, they cannot survive until this is 
done by the courts. Of course, many owners can and will survive until it is ae- 
complished but a few may not. 


XII. CONSTRUCTION PROFIT AND CONSTRUCTION LOSS IN WHERRY HOUSES 


Gentlemen, I do not want to unduly burden you but I would like to say one 
other thing. I think, when the word “Wherry” is mentioned, the first thought 
that pops into most Congressmen’s mind is: “Oh; those are the boys who made 
too much money.” I believe this is due to the adverse publicity Wherry got in 
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1954. In my judgment this was not justified in most instances. I have spent 
most of my time for almost 3 years now on Wherry problems. I feel that I know 
more about the overall Wherry facts and problems than almost any person—if I 
don’t my clients have thrown away a lot of money, because they have paid me to 
get the straight facts and assist in the solution of their problems. I believe this 
to be an accurate analysis of the overall construction profit situation. Wherry 
people can be divided into three classes : 

Class No. 1: That the big majority, probably between 60 and 80 percent 
of the Wherry owners, came out fairly close to what they were supposed 
to under the law and its administration. 

Class No. 2: That about half of the balance lost a great deal of money ; 
that they certainly did not expect to and were not supposed to when they 
undertook their obligations, and that many of these were completely wiped 
out by this undertaking. 

Class No. 3: That about as many made money and in the same varying 
degrees as those who lost it. That the money made was largely due to 
diverting efficient and experienced construction organizational setups to 
this endeavor. 

That 98 percent of the Wherry people have absolutely nothing to be 
ashamed of. They are a cross section of free American enterprise. True, 
they are an adventuresome lot, otherwise they would have never responded 
to the Government’s invitation in so hazardous a field as this. They all 
took the risk; just because some fared better than others is no sound justi- 
fication for penalizing them now. The construction profit which most 
owners made was much less than the builder’s fees which they were en- 
titled to according to FHA regulations. Most owners waived these fees. 

Certainly classes No. 1 and No. 2 are entitled to fair treatment, but what 
about class No. 3, the ones who made money on construction? If any Wherry 
owner is guilty of malfeasance the Wherry Association does not condone his 
actions in any manner. If he downgraded his project in order to make his 
profit he was not performing as he should; but if on the other hand he played 
the game according to the accepted rules and due to know-how he was able to 
build according to Government approved plans and specifications with Gov- 
ernment on-site inspection at all times, the fact that he made money should not 
embarrass and penalize him. Every one of them expected to make money when 
they undertook their obligations; that was the deal; that was what attracted 
them. I feel that much of the misunderstanding about Wherry stems from the 
fact that some Government employees think all profit made by private enterprise 
in dealing with the Government is a windfall. I could take ail day on this sub- 
ject and never repeat anything twice, but I will leave it with this statement: 
“If there is any member of the committee who has any question concerning 
Wherry profit I would be happy to try to answer it.” 


XIII. THREE YEARS’ SEARCH FAILS TO PRODUCE A DEFINITION OF WORD “WINDFALL” 


The word “windfall” has had much usage in connection with housing of all 
kinds during the last 4 or 5 years. I have tried diligently to find a definition: I 
have gone to officials holding important positions and asked to be supplied with 
a definition of the word “windfall” that was getting such common usage. I 
was first told that everyone knew what the word meant, therefore there was no 
necessity for defining it. When this didn’t satisfy me I was told that there 
were volumes upon volumes of books in shelves that were many feet long which 
defined it. I asked for the name or description of just one. I received no 
name or description. I then sought information on what was attempting to be 
recovered in the windfall recovery program. I reasoned that if they were 
threatening to file suits to recover windfalls they must have some definition. [ 
was then furnished a citation to a case which would clear up all the confusion 
I was in. Can you imagine my surprise at learning that the case did not touch 
the issue either top, side, nor bottom? 

Therefore, if I was going to have a definition I must write it myself. Under 
these circumstances I next turned to Webster’s Unabridged Dictionary. Webster 
says “windfall” means unexpected profit or unexpected legacy. This certainly 
does not fit here because, the Senators and Congressmen who did the most work 
on the original law expected the Wherry builders to make a profit; the Govern- 
ment employees who administered the program expected the builders to make a 
profit, and all Wherry builders expected to make a profit. Simply stated that 
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was the deal. Webster’s definition just doesn’t fit. This gets us to this point: 
If the Government officials who are assigned to windfall programs can’t 
furnish a definition, if you can’t find one in the books, if you can’t find one in 
the dictionary, if you have a definition, you are going to have to write it yourself, 
so here goes: 

When applied to Wherry Housing construction the word “windfall” means 
that the subject project was constructed, at a cost of, less than the mortgage 
proceeds. 

Certainly no one can argue with that definition. It is clear, simple, and 
easily understood. But the only catch is what do you mean by “cost.” The 
word “cost” means different things to different people. I find that Wherry 
owners had their accountants filling out the cost questionnaire in 1955 and the 
accounts interpreted the word “cost” to mean “out-of-pocket cash only,” there- 
fore they omitted the builder and architect fees which they had waived in 
order to lighten their burden of interim financing. They omitted many peculiar 
building setups like common ownership of other companies which owned 
lumber mills, planing mills, and builder supply companies which years or even 
generations of experience in the materials and construction field had developed, 
which made it possible for one builder to acquire the material for his project 
at a savings of 5, 10, 15, or 20 percent of what the typical builder would have 
to pay for the same thing. 

It is my judgment that some owners in reporting their cost, included the 
recognizable fees, placed value on services that were peculiar in their setups, 
and so forth. As a result of these divergent views of what the word “cost” 
means, we have as an example two projects both conscientiously and soundly 
constructed, each coming out at the end of construction in identical shape, 
one listed in Government records as having made a construction profit, the 
other listed as having invested substantial sums. Soine of these owners have 
gone to considerable trouble and expense in having corrected-cost question- 
naires prepared, have presented them to proper officials and been told that 
they could not file corrected-cost questionnaires. 

To hetter understand the difficulty with the word “cost” let’s assume there are 
two Wherry projects of the same size built in the same sound manner out of 
the same materials. One builder, through another corporation, owned his own 
dirt-moving equipment; tractors, bulldozer, trucks, graders, scrapers, et cetera. 
He prepared the site with this equipment and charges the Wherry project with 
only cost of labor and fuel. The other builder owns no such equipment but must 
construct for same. He has to pay overhead, insurance, interest, taxes, labor, 
fuel, and profit. There was no difference in quality of work. The site prepara- 
tion for one project cost $10,000, for the other it cost $100,000. If you say that 
in this situation the cost of site preparation was $10,000 to one and $100,000 to 
the other you have penalized the owner who had the efficient setup. The same 
point can be made on every phase of construction. It becomes clear that we 
must put in our definition of ‘‘cost” the following, “everything of value, includ- 
ing all services, materials, labor, overhead, as well as recognizable fees which 
the owner was entitled to collect, but waived.” 


XIV. OUR OWN DEFINITION OF “WINDFALL” AND ITS APPLICATION 


Our definition now will read : 

“When applied to Wherry housing construction the word ‘windfall’ means 
that the subject project was constructed at a cost of less than the mortgage 
proceeds. The word ‘cost’ means everything of value, including all services, 
materials, labor, overhead expense, as well as properly allowed recognizable fees 
which the owner was entitled to collect, but waived for any reason, which went 
into the planning and construction of the housing project.” 

When this definition is applied it is my judgment 90 plus percent of the Wherry 
projects did not have a windfall. What about the less than 10 percent (estimated) 
which possibly would still show a profit? If any thought of penalty persists, I 
think there are three things which could be considered: First, if there was any 
collusion between the builder and any Government employee which in any way 
downgraded the project at the expense of the Government, all parties concerned 
should be punished, and the Wherry Housing Association wants it clearly under- 
stood that that is their attitude and always has been. Second, are those situa- 
tions in which there were substantial drops in cost after the commitment was 
made and before the materials were purchased. This situation was anticipated 
before the original law was passed; it was explained by Government people to 
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congressional committees during hearings before passage of the original law. 
This situation might truly fit into Webster’s definition of “‘windfall.” It certainly 
was unexpected and it happened in a few instances, but on the whole, since much 
of this construction was going on during the Korean war price advance period, 
the converse of the unexpected profit was the general rule, and apparently 
many more owners were caught with unexpected price increases after their 
commitments were signed. This situation Caused many owners to put enormous 
amounts of hard money into their projects. These unexpected market advances 
broke some original Wherry builders. These are bankruptcies which can be 
traced to this situation; there are possibly some suicides which can also be 
traced to failure of Wherry. It occurs to us that if the United States is going 
to seek to penalize or punish any owner who took the risk and weathered the 
storm and in addition to his efficiency and know-how he happened to be just 
plain lucky, that they are changing the rules after the game has started. 


XV. WHAT WHERRY RECOMMENDS 


At a recent convention of Wherry Housing Association members, the following 
resolution was passed, With no dissenting votes, to wit: 


RESOLUTION OF WHERRY HOUSING ASSOCIATION, JANUARY 22, 1959 


To: The Senate and House of Representatives of the United States. 

We, the officers, directors, and members of the Wherry Housing Association, 
on this 22d day of January 1959, in convention assembled, in the city of Wash- 
ington, District of Columbia, do resolve as follows to wit: 

Whereas we are a typical cross section of free American enterprise; and 

Whereas we were invited by the U.S. Government into the field of construc- 
tion, ownership, and management of military housing ; and 

Whereas from the beginning to this time we have tried to discharge our 
Wherry obligations in an earnest and conscientious manner ; and 

Whereas there is an inherent incompatability between the Military Establish- 
ment and free enterprise in this field, which is due to no fault of either; and 

Whereas the 84th and 85th Congresses of the United States determined that it 
was in the best Government interest that Wherry act housing be acquired; and 

Whereas at the rate acquisition is now proceeding, it will take approximately 
10 years for the Government to conclude its acquisition program, at great direct 
and indirect expense to both the Government and the owners; and 

Whereas conflict is developing between the owners .of Wherry housing and 
various departments of the Government, largely due to the fact that Wherry 
property is an unusual and distinct type of property in that it is a creation of 
Congress ; and 

Whereas long eminent domain history demonstrates that in any fairly ad- 
ministered acquisition program at least 75 percent of the subject property is 
acquired by negotiation ; and 

Whereas under procedure to date practically all of the remaining Wherry 
projects will have to be acquired by condemnation ; and 

Whereas the two Wherry trials conducted before juries required an approxi- 
mate average of 5 weeks, at great expense to both the Government and the 
owners ; and 

Whereas of the five Wherry trials already concluded two of them determined 
the value to be practically the same as the formula price in Public Law 1020, 
two others determined the value to be substantially more than the formula 
price, and only one determined the value to be slightly less than the formula; 
and 

Whereas decisions in the above 5 trials are apparently in the process of be- 
ing appealed which means an additional 18 to 24 months’ time required for con- 
clusion, involving additional expense, including interest ; and 

Whereas there has been material enhancement in the value of Wherry housing 
since construction : and 

Whereas the Federal Constitution guarantees the owner of private property 
just compensation at the time of taking, when his property is taken for a public 
purpose, which in the case of Wherry projects is for the identical purpose for 
which now used: and 

Whereas the Government is now engaged in buying other dwelling units in the 
form of Capehart housing and therefore has an accurate yardstick to measure 
present-day value: Now, therefore, be it 
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Itesolved, That we the owners of most of the Wherry Act housing wish to go 
on record as requesting the 86th Congress to pass legislation which will ac- 
complish expeditious and just acquisition and we make the following recom- 
mendations : 

1. Provide for,accelerated mandatory acquisition of all Wherry housing 
projects. 

2. Clarify the law to make it possible to negotiate to a fair settlement. 

3. Provide, where trials are necessary, for expeditious determination of 
just compensation. 

4. Provide for adequate consideration of today’s replacement cost in de- 
termining just compensation. 

We further resolve that this association shall voluntarily appear before any 
congressional committee, when requested to do so, and cooperate with said com- 
mittee in furnishing all available facts which will aid Congress in passing fair, 
sound, and just legislation. 

Respectfully submitted. 

THE WHERRY HovUSING ASSOCIATION, 
By Hus Hi11, President. 

Attest: 

CHARLES A. Knott, Secretary-Treasurer. 


Exuisit No. 1.—Owners’ comparative income, expense, and investment earnings 
for a 500-unit Wherry housing project for the fiscal year ended Oct. 31, 1958 
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| Projected Owners’ 
Percent military actual 
ownership operating 
experience experience 
SO —- — | _ — aaa 
Income: : } 
Officer families (captain average) 300, at $102.60 ‘ = $369, 360 (1) 
Enlisted personnel families, average, 200, at $96.90__- | 232, 560 (t) 
Gross rental income-.-.-...-.---------- | 100.00 601, 920 | $494, 424 
Less vacancies. ----.---- Eve! ae heey Sa ee See Se Cae ee ee Tere 2.12 | 12, 761 | 10, 496 
Net rental income 97. 88 589, 159 | 483, 928 
Operating expense: , a 
Reserve for replacements-------..-.---- . 27, 115 27,115 
Ad valorem taxes SG ee | = Jef 20, 096 
Management and operating payroll_----...-.-----------------]--- 37, 500 | 7, 500 
Payroll taxes and insurance---.--.-- powinepnenatensecenen=-- a | 3, 750 
Maintenance and repairs---.------ eS Rae Sale ee in| =s 13, 090 | 13, 090 
Utilities: 
Electricity.......... eutehekivedyensbucaeshel ore i 21,000 1, 515 
EMTs ee ee ees 11, 300 | 11, 300 
Dee ed cnt Onabesipeenhaslooonvhenhe 18, 000 | 662 
ES a Re 8 ee See i 5,030 
EES eee eee pape as kopeer none aston dgttiras 2, 750 | 2, 750 
ES er Ee ee eee ee ace bee 200 | 449 
EE CU ROUUENONN  occccacncvesasenccungvcccesecp eh ee ee, Re alga ate 525 
RS iinantpennmssicnweattles doses bectuabtle. ~---=---| ‘| 18, 569 
SE ER SESE SEER ys tees Pete ere Pee ees | .| 1, 131 
Office expense._.....-...-.-.----------+------3-----------------| 169 | 169 
osc iseakibewes« SPE ce Sager : .| 100 
SS eee ee aa 4, 802 
Total operating expense__._.....-..--.-- Meee gota ae anes Lea apical 131, 124 148, 553 
Net operating profit ...........-- | 458, 035 35, 375 
Fae Cepeeoenis WEN WENN.......~. 55-2502 2 2 5a - ns < 50 0-- ee ia | 4, 896, 328 | 4, 896, 328 
Net operating profit... .............-1.-..-------.----.--- ae 458, 035 | 335, 375 
Less amortization of mortgage: Principal, interest, mortgage | } 
Eas. héwidcunnausiwab ae op ode = Parte ay ee 256, 000 | 256, 000 
Net dollar margin...........-.--..-.-------- gut ced vase 202, 035 | 79, 375 
ee Ae 404 | 159 





1 Approved rental schedule. 


Note.—Formula-price equity of the present owners could be amortized in the 
first 5 years’ earnings, excluding increment in investment, through retirement of 
mortgage principal. 
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After allowing 6 years for net dollar margin earnings to retire the financing 
cost of present owners’ equity, it would take only a few months less than the next 
10 years to retire the remaining mortgage indebtedness through allocation of 
$35,000 a month payment to mortgage principal, interest, and insurance. 

The $35,000 alloeation per month—$420,000 per year—would be just under 92 
percent of the projected net operating profit to military ownership, $458,035. 


CONCLUSION 


First, no homeowner in America could purchase a $9,800 home based on actual 
1951 replacement cost at the same price today. 

Secondly, no rental investment is available in America today that presents 
the opportunity of acquiring a going concern on a 1951 cost basis that will 
completely amortize the investment cost at a comparable low rate of interest 
in the next 16 years. 

Mr. Boyp. My name is Roland Boyd, I live in McKinney, Tex., and 
am actively engaged in the private practice of civil law. 

Since October 15, 1957, I have been general counsel of the Wherry 
Housing Association. Congress has determined that it is in the best 
Government interest that Wherry Act housing be acquired. This 
determination was made in 1956. 

Since that determination we might ask this question: What prog- 
ress has been made on the acquisition program ? 

My formal statement includes five charts that illustrate how each 
branch of the service have proceeded with acquisition. I might refer 
to that situation from the Wherry owners’ standpoint. 

The witness who testified for the military said that in giving their 
figures they evidently list everything that has been placed in condem- 
nation, in addition to that that has been acquired by negotiation. 

Well, from the Wherry owner’s standpoint, until he is out of the 

icture, until his case is over with, why then he can not consider that 
his property has been acquired. There is a great deal of difference 
between the figures of the military and our figures, and they come 
about for that reason. 

Now, the big question in Wherry acquisition is just what is a 
Wherry house worth? The Constitution says that you cannot take 
private property for a public purpose without paying just compensa- 
tion. 

Now, we have two extremes in interpreting what “just compensa- 
tion” means when applied to a Wherry house. The Wherry owner 
says that it is what it would cost to reproduce it today, less deprecia- 
tion. He says that the Government has certified as to the value when 
it was built. They certified as to the value of it when the mortgage 
was endorsed. They are building other military houses today. They 
know how much it costs to build a house on a military base. 

They ask the question : How could you reason that one house, located 
at a base, is figured on today’s cost, when the military want to figure 
that another house located at the base has practically no value? 

Now, that is the Wherry owner’s version of value. The Depart- 
ment of Defense say that the way to determine it is to have a fair 
market appraisal. 

Since November 7, 1957, they have been trying to follow this policy. 
We say that fair market appraisal on a house that was built where 
the Government had built it, was built how the Government said, 
“build it,” built in the number that the Government said “build” is 
just like trying to establish a market for a part for an atomic subma- 
rine or a fighter plane. 
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Our property is a creature of legislation, it isn’t everyday prop- 
erty. Our tenants are controlled by the Government, our houses are 
controlled by the Government. 

Now, as a result of this approach that the military are using on 
value we have this kind of a situation developing in many places. 
We have a trial in court in one State where they are condemning 
property that, since it was completed, has paid the owners $570,000, 
the Government witnesses swearing that it is worth only $342,000. 

Then the trial, proceeding to a price determination, and the court 
and jury saying that the property 1s worth approximately $2 million. 

Now, that kind of a situation is happening in many, many different 
places. Wherry is located in 36 States. In condemnation, unless 
you specify some of the rules for determination, then you are going 
to have 36 different approaches to value of Wherry property. 

Ve take the position that Public Law 1020, and the formula con- 
tained therein, is a middle ground approach to value. It has been 
demonstrated that that formula comes up with a figure that most 
owners and the Government can get together on, on negotiation. It 
has been demonstrated that that is sound legislation. One branch of 
the service has almost completed their acquisition, following the terms 
of that law. 

Mr. Rains. The Air Force, what we were talking about a while ago? 

Mr. Born. Yes, sir; that is essentially right. 

Now, in that regard, gentlemen, in 1956 I took the position that it 
was a mistake to put a formula in any law. I didn’t see how one could 
be written. I thought it was better for both sides not to have a 
formula. But the experience since that time has proven that I was 
certainly mistaken in my judgment. 

Now, let’s look at what the courts are saying in one or two instances 
about these problems. Two Federal courts have said that the Govern- 
ment was not acting in good faith in the way this condemnation was 
being administered. 

A court in Virginia, after many months of Government owner- 
ship, entered judgment saying that the Government hadn’t operated in 
good faith and entered judgment transferring title back to the original 
Wherry owner. 

Now, there have been five trials that have reached the stage of price 
determination in the trial court. Of those five trials, two of them re- 
sulted in a figure that was just about the formula price. Two of them 
resulted in figures that were substantially above the formula price. 
Only one of them resulted in a figure that was below the formula 
price. 

Now, you might ask this question: If Wherry is doing so well at the 
courthouse, why do you seek additional legislation? There are many 
Wherry owners who do not have the financial strength to under- 
standing the type of court battle that we are finding is necessary to 
protect Wherry value at the courthouse. Of the five cases that have 
reached that point, it appears now that all five of them will be 
appealed. So there isn’t one of them that can say that his property 
has been acquired and that he is out of the Wherry picture. 

We know that the courts will, if the law is left as it is, will eventually 
straighten it out. But if the pattern that has been heretofore estab- 
lished continues, it is going to take the Navy at least 8 years, in the 
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future, to accomplish acquisition. It is going to take the Army at 
least 4 additional years for them to accomplish acquisition. 

We say, to boil the situation down, that due to the indirect competi- 
tion from Capehart that it is necessary for the Wherry owner to take 
the position that he wants out of the ownership and management of 
military housing. 

In our testimony last year we mentioned the fact that you had pro- 
tected us against direct competition in making it mandatory to acquire 
the projects on bases where Capehart was being built. 

We pointed out our fears that as an additional Capehart housing 
was built, it was only human nature that the military would favor 
the bases that had the newer house. 

We learn now that the military are refusing to put Capehart at 
some bases because they say are not going to acquire the Wherry, 
therefore it isn’t possible to have Capehart at that base. 

We think that when 90,000 Capehart houses are built that it is only 
natural to assume that in many instances military personnel will be 
shifted to the bases that have that housing, that the present situation 
is causing much of it to be placed at bases where there are no Wherry 
houses. It eventually—and we don’t think it will be very long until 
many of our projects will have to default and the Government, for the 
first time, will have to put money in the Wherry house when the mort- 
gage is paid off. 

We want out of the ownership and management of military housing. 
We are incompatible with the military. We are private enterprise. 
We can’t operate without a profit. The military can’t consider profit 
in their operation. 

We find ourselves continually in conflict with their philosophy. If 
we can’t make a profit, we perish. Their objective is to win a war. 

We hope they are as successful in the future as they have been in the 
past. We feel that it was a mistake for us to get into military housing 
ownership and management. 

We, of course, in getting out of this field want and expect a fair 
price. It is private property. We have taken the risk, we have 
weathered the storm so far, and we feel that we are entitled to a fair 
consideration in determination of our price for our property. 

I believe that is all, Mr. Chairman. I would welcome any questions. 

Mr. Rains. Mr. Boyd, I guess if there is anybody in America who 
knows the problems involved in Wherry housing, it is you. And I 
have to admit and I know you will, that there are many problems 
In it. 

Mr. Boyp. Yes, sir. 

Mr. Rains. We have made from year to year, in this committee, 
efforts to help settle it satisfactorily to all parties concerned. That is 
what the committee wants to do. And it is true that in last year’s bill, 
and I think the bill before, we put in the mandatory provisions having 
to do with Capehart housing. The thing that worries me now about 
any suggestion that we change a formula is this—and I will give you 
the reason I worry about it: Already over half of the people in 
Wherry have been able to settle at the formula as is, and it worries me 
about changing the rules in the middle of the game, not only for the 
military, but for those fellows who have already settled out. So it 
poses a difficult problem, Don’t you think it does? 
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Mr. Boyp. I think by all means that the basic formula in Public 
Law 1020 shouldn’t be changed. 

Mr. Rarns. I agree with that statement. The reason I agree with 
that statement is that so much effort and so much time—and if I do say 
it, not mine, but so many good brains in the country went into trying 
to work out what everybody accepts as a fair formula—if you can 
just get people to work by it; isn’t that true? 

Mr. Boyp. That is exactly right. We take this attitude, Mr. Chair- 
man, that the only way the Navy and the Army are going to follow 
the formula is for either to have enough history in court to show that 
they are going up against 9-to-1 odds, or something like that, or for 
the law to be changed. If they go to the courthouse, the chances are 
that the price is going to be much more. 

Mr. Rarns. Of course, you mentioned the fact that a great many of 
these Wherry projects are owned by people of limited means. For 
instance, I think now of one down at Maxwell Field in Montgomery, 
Ala., that is owned by a widow. I know she doesn’t have a lot of 
money, and she has a very nice Wherry project. I have been quite 
concerned, but I think it will finally be worked out. But it will be 
extremely difficult for her to stand a long battle in court. 

I see what you mean about the added cost that will be run up in these 
deals if they all are carried to court. I believe you said, though, that 
in those that had been, with one exception, that the jury’s vendint was 
satisfactory to the Wherry owner; is that right? 

Mr. Boyp. It was either near the formula or substantially above in 
all except one instance. And in that instance the price that the jury 
and court determined was several times the highest offer the Govern- 
ment had made before the trial. 

Mr. Ratns. One of the things that has troubled me—and I know 
other members of this committee, as we have watched this section 
struggle in its work—has been the failure to seriously offer to negotiate, 
such as was included in the record, such statements as offering a dollar 
as consideration. You can’t call that actually negotiating. That is 
like collective bargaining when one side of the table won't sit down 
with you. 

I want to thank you for your presentation. We are going to give 
it the most careful consideration we can. We haven’t had a chance 
to see the Senate bill as printed yet. Do you know whether they have 
such a provision in their bill ? 

Mr. Boyp. No, sir. I have been working on this testimony and I 
don’t know. 

Mr. Rarns. Did you appear before the Senate committee ? 

Mr. Boyp. Yes, sir; last Wednesday morning. 

Mr. Ratns. Last Wednesday morning ? 

Mr. Boyp. Yes, sir. I plan on going over there this afternoon and 
seeing about that. 

Mr. Rarns. Any questions ? 

(No response. ) 

Mr. Ratns. We want to thank you very much, and we will be spend- 
ing a couple or so days trying to see what we can work out, Mr. 
Bovd. If we can feel free, we might want to call on you again. 


Mr. Boyp. Thank you very much. 
Mr. Ratns. I have a statement from Mr. E. W. Carmack of Mur- 
freesboro, Tenn., in connection with this very problem with which 
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we are concerned right now, Wherry housing. I am going to include 

his statement in the record immediately following Mr. Boyd’s testi- 

mony, and certain exhibits he has will be filed with the committee. 
(The material referred to above is as follows :) 


STATEMENT OF KE. W. CARMACK, MURFREESBORO, TENN. 


To the Honorable Chairman and Gentlemen of the Committee: 


I am EB. W. Carmack, of Murfreesboro, Tenn. I was, at the time of the tak- 
ing of its physical properties through condemnation by Government, president 
of Stones River Homes, Inc., owner of 600 housing units of brick construction, 
erected off base but near—and for the benefit of—the personnel of Sewart Air 
Force Base, near Smyrna, Tenn., between Murfreesboro and Nashville. 

I appreciate the opportunity to present to this committee—I think for the 
first time by anyone—the case of a particular group of Wherry housing owners 
which has suffered undue and exceptional hardships in the acquisition of its 
properties. I wish to present the case (a) of those Wherry owners which 
owned their projects in fee simple, which were constructed off base on lands 
acquired by the owners, as distinguished from the majority of such projects, 
constructed on base, on Government-owned land, leased to the owners at a 
nominal annual rental. We are few—I think only nine. I am advised that 
both the committee and the Defense Department recognize that we were over- 
looked in establishing the negotiation formula for acquisition of Wherries. 
(b) I also present the case of those Wherry owners who did not enjoy large 
FHA evaluations upon application for FHA insurance—in other words, those 
who did not have the so-called windfalls, as I understand the meaning of that 
term. Stones River Homes is such a case. 

I am glad to follow the clear and able presentation of Attorney Roland Boyd. 
We are in no wise in conflict. On the contrary, it has been suggested that I can 
present a clear case in point; exemplifying and amplifying three of the sug- 
gestions that he has presented; and also presenting a case exhibiting the mani- 
fold hardships devolving upon Wherry owners because of the attitudes and 
actions of the acquiring authorities. Mr. Boyd spoke mainly in the general. 
I speak chiefly in the particular; bearing witness to statements of Mr. Boyd. 

Up to the time of the pending taking of our property there had been no 
conflict between the Air Force and Stones River Homes. In the 5 years of 
our operation, I think the base had never made a complaint. One of the base 
commanders stated to me and others that he had seen almost all the Wherry 
projects serving airbases; that we were the best maintained and managed, 
and one of the best located and constructed that he had ever seen. We had 
never asked an increase in our fixed rents, although we were some 20 percent 
under the average rental in our immediate area. I am informed that the 
average rental allowance of our renters exceeded by well over $100 a year 
payments made for rent, heat, water, and lights. By efficient management and 
personal supervision we were realizing a very substantial return. When 87 
Capeharts were built on land taken from us adjoining Stones River Homes we 
were not greatly distressed and did not wish to sell. We were told by high 
officers. that they regretted the mandatory provision that compelled the acqui- 
sition of our property because of the strong morale factor involved. It was 
certainly a case of tail wagging dog to require the acquisition of 600 Wherry 
units because of the construction of 87 Capeharts. I understand that the pro- 
portion of Capeharts to Wherries in this case is less than anywhere. 

When I was called to Washington to discuss the negotiated acquisition I 
was told that Stones River Homes was one of the best of the Wherry projects. 
This was expressed later to Attorney Jordan Stokes III, of Nashville, Tenn. 
I do not wish to unduly burden the record; so I herewith deliver this state- 
ment in writing to the committee counsel. 


“AFFIDAVIT OF JORDAN STOKES III 

“STATE oF TENNESSEEF, 
“County of Davidson: 

“I, Jordan Stokes III, attorney for Stones River Homes, Inc., make oath as 
follows: 

“Sometime during the last part of 1957 or the early part of 1958, I went to 
Washington and met with Lt. Col. Eri. H. Richardson, USAF, Deputy Chief, 
Special Projects Group, Family Housing Division, Deputy Director of Installa- 
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tions for Facilities Support, Directorate of Installations, Deputy Chief of Staff, 
Operations. I was endeavoring to commence negotiations for an out-of-court 
settlement of civil action No. 2453, which is the number of the condemnation 
suit filed by the U.S. Government against the property of Stones River Homes, 
Ine., at Sewart Air Force Base, near Smyrna, Tenn. I had called Colonel 
Richardson on November 14, 1957, suggesting that negotiations be initiated or 
renewed, looking to an out-of-court settlement, and Colonel Richardson had 
informed me that the proper procedure was to take the matter up with the 
district attorney, which I did by letter of November 14, 1957. Colonel Richard- 
son had said that after I took it up with the Department of Justice, the Depart- 
ment would then communicate with the Air Force Wherry Acquisition Association 
to determine the basis for negotiation. 

“After I wrote Mr. Elledge, I talked to him further, and he suggested that I 
go over to Washington and talk to Mr. Luttrell. I went to Washington, and 
it is my recollection that Mr. Luttrell was out of the city, and I talked to his 
assistant, who told me that the Air Force had nothing further to do with the 
lawsuit as the matter was now in the hands of the Department of Justice, 
which Department would make up its own appraisals and conduct its own 
negotiations. 

“After leaving the Department of Justice, I went out by cab to the outskirts 
of Washington to see Colonel Richardson. I told him what I had learned at 
the Department of Justice, and I also told him that I hoped that he could help 
me get the matter adjusted. He said that he understood Mr. Carmack’s position. 
He further stated that he knew Mr. Carmack had given personal attention to the 
operation of Stones River Homes, Inc., in the same manner as some shipowning 
family, I believe in New York, had given to another Wherry project. and that 
as a result of the personal attention, the two projects, Stones River Homes, Ine., 
and the project owned by the New York family, the address of which I do not 
recall, were among the best of the Wherrys. 

“Colonel Richardson said that there was nothing he could do unless the 
Department of Justice got in touch with him and our conversation was soon 
terminated. 

“T never talked to Colonel Richardson again, but I did talk to Lt. Col. James B. 
Porter, Chief of the Wherry Acquisition Group, on a latter date. 

“JorDAN StToKEs III. 


“Sworn to and subscribed before me this January 30, 1959. 
[SEAL] “ANNIE RUTH MILLIKEN, 
“Notary Public.” 

“My commission expires January 20, 1960.” 

I was informed by the appointed negotiators of the Defense Department that 
they realized, under the congressional formula, that adequate compensation 
could not be offered us. This formula limited the offer mainly to what FHA 
Commissioner reported to be the value at the time of the final endorsement for 
mortgage insurance—some 41%, years before the acquisition—less an estimated 
sum to place property in state of good repair. Those of us who had a com- 
paratively low evaluation .from FHA—and some of us did not seek a high 
evaluation—were thus handicapped at the outset. In addition to the required 
equity investment established by FHA, some of us (Stones River Homes among 
them) invested considerable other funds. Being led to believe that we had a 
longtime investment serving a permanent base, and owning our property in fee 
simple, the company or the owners of its stock (aside from required working 
capital) expended sums in enhancement of the physical plant. For instance, 
Stones River Homes provided a store for the convenience of our renters; reno- 
vated a farmhouse, providing two semibaths and sewerage; provided a 12-acre 
tract adjoining the project which was donated to the county to induce the 
building of a large, modern school there. We built a dead-end street to the 
school so that the children could ride there safely on their bicycles. We gave 
funds for the establishment of playgrounds. We provided several other con- 
veniences and benefits such as a water softener. All these costs and enhance- 
ments accruing to the property taken from us were not considered in arriving 
at what could be paid us under the formula. All this tended to keep our hous- 
ing in demand, almost always with a considerable waiting list. Through the 
press and otherwise I am informed that the proportionate reenlistment at 
Sewart Air Force Base was the highest in that command. 
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The Defense Department representatives appointed to negotiate with us sug- 
gested that, in view of the limitations of the formula, a “friendly condemna- 
tion” be filed; that then, being out from under the formula, they would be in 
position to consider the real values of the property and pay considerably more. 
However, we were offered in writing some $773,000. I asked time to consider 
and find the value of our property. When I returned to Washington upon ap- 
pointment I was informed immediately that this offer would have to be with- 
drawn because counsel had advised them that there was ambiguity in the 
congressional act relative to the depreciation factor. I was later given another 
offer of some $628,000 (in writing) ; again being told that they did not expect 
me to accept it as they knew it was well under its value and again suggesting 
“friendly condemnation.” Shortly thereafter the Congress made even clearer 
that the depreciation factor was to be based on an estimate of what would be 
required to place the property in an immediate state of good repair. I then 
asked to negotiate further, this having been clarified since my last discussion. 
I was informed both by letters and by phone to delay my return to Washington 
until they notified me they were ready. Still later I was informed that their 
representative would come to Stones River Homes and look at the property and 
negotiate with us there. Suddenly, on or about November 1, 1957, I received a 
letter notifying me that Defense Department would proceed to condemn as of 
that morning, which it did. I was anxious to determine what was the utmost I 
eould be offered under the formula—since I had been told that they recognized 
this to be less than the worth of the property. Even though this might be less, 
we might deem it advisable to accept it rather than go through the long delay, 
great expense, and harassment of a court proceeding, never having known a 
friendly condemnation. I was prevented from ever negotiating—in spite of 
letters and telephonic promises after the Congress made the clarification I had 
referred to. I have exhibited originals and delivered photostats of letters from 
Air Force, copies of my letters to Air Force, and herewith deliver statement by 
my secretary as to telephone conversations with Air Force and Defense Depart- 
ment representatives, made at the time. These support the statements I have 
made. Last year I asked a member of this committee to require the file of our 
matters from the Defense Department. I am told that when the file was sub- 
mitted, it was denuded of all correspondence. An attorney, guilty of such 
dimunition of the record, would stand in a court’s contempt. I have supplied 
this missing evidence. I do not consider that the misleading statements made 
to me, preventing my coming to Washington about the matter, constitute a fair 
effort to negotiate with us prior to condemnation, as required by the congres- 
sional act. 

We then attempted to fall back upon the suggested idea of “friendly con- 
demnation.” We soon found there was nothing to this. Justice Department 
promptly informed us to this effect: that Defense Department and Air Force 
would not be allowed to negotiate: that all the negotiations would be by and 
through Justice. We were preemptorily informed that we had better have 
taken whatever we had been offered as we could not expect to get it there. We 
inquired if Justice had seen the appraisals of the Defense Department. We 
were informed that Justice was not bound by them nor interested in them. We 
asked if they had any figures on replacement value. We were informed that 
Justice had no interest in this: that we might have spent $20 million building 
something in the Sahara Desert which might have no value to the general pub- 
lic. It was in vain to point out that wherever we constructed a project it was 
at the convenience of the Defense Department—whether built in the Sahara or 
wherever; that Government had acquired Capeharts in the same vicinity and 
evidently felt that our project was of value because it was acquiring ours against 
our wish and will. We then inquired if Justice had compared the values of our 
project with others (most of them constructed on leaseholds on Government 
land). We were informed that Justice had not; that Defense Department might 
have paid too much for them. We then inquired if Justice had looked at our 
financial statements reflecting our profitable operation. We were informed that 
it had not. Being mystified as to how Justice could arrive at the idea that it 
would not offer us even the minimum that we had been offered by Defense De- 
partment (which had been admitted was far less than our property’s value) we 
concluded that negotiation was out of the question, regardless of the congres- 
sional act requiring effort to negotiate up to final adjudication. Justice pro- 
ceeded to attempt to take our property for $1. 
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I herewith file with committee counsel a statement of Maj. Gen. W. D. Part- 
low (retired) confirming the above statements of dealings with the Department 
of Justice. 

“WASHINGTON, February 3, 1959. 
“Congressman ALBERT RAINS, 
“Chairman, Subcommittee on Housing. 


“DEAR Siz: I visited the Department of Justice with Mr. Carmack and was 
astounded that they would make no reasonable offer for acquisition of the 
property of Stones River Homes, Inc. From listening to the conversation, I was 
convinced that the Government agents were not acting in good faith with Mr. 
Carmack. 

“Yours very truly, 
“W. D. Partiow, Jr.” 


Faced with the taking of our property for $1 and only the possible payment 
of some indefinite figure at some indefinite future, we were forced to begin our 
great expense in defense of our rights. We had to employ able and expensive 
counsel; get estimates of reproduction, appraisals, and undergo considerable 
travel expense, heavy costs of auditioning and acquiring court reports of other 
cases, 

I understand the legal position of the Defense Department to’ be that any 
figure tendered in condemnation cases is an “administrative decision” unreview- 
abie by the Federal courts. The Federal court sitting in Nashville, Tenn., sus- 
tained our position, set aside the declaration of taking, and stated from the 
bench that the laws of the Congress were to be obeyed not only by citizens but 
by the departments of the Government. The Justice Department then claimed 
that it was an emergency; that it did not know the value; that “probably within 
a month” it would have an appraisal. It has now been 14 months and no ap- 
praisal by Justice or any other department has been offered (though, to my 
knowledge, there have been three). Defense Department has since paid into 
court a sum allowing us to withdraw some $168,000, admitting a possible value 
of $187,500. When we inquired of Justice how it arrived at such a figure we 
were told “Oh, that is just some figure Air Force sent over here.” 

This brings us to the first point of Mr. Boyd's that we wish to emphasize. The 
Constitution of the United States assures to any whose property, is taken under 
eminent domain a fair remuneration for this property. The general condemna- 
tion law requires that the condemning authority pay into court an “estimate of 
just compensation.” Law 1020 enacted by the Congress made the same provi- 
sion. In these cases the law has been flouted. An “estimate of just compensa- 
tion” is not what some faceless unknown in some department sends over to Jus- 
tice. It cannot be less than what a reasonable man, after reasonable investiga- 
tion, could reasonably determine was the just value of the property seized. We 
are informed in Tennessee that it will likely be 5 years or longer before this case 
can be heard. One of our attorneys has had other condemnation cases pending 
4 years that have not yet been set for trial. Meanwhile, to force us to the great 
expense of fighting this case, with all our investment tied, for property the value 
of which FHA, almost 6 years ago, found to be worth more than $5,300,000, is a 
hardship that no American citizen should be made to suffer, especially those who 
were invited to construct for the convenience of the Government. This company 
has had all its physical properties seized, all its income stopped, is forced to 
great expense in defense of its rights, and still remains obligated upon its mort- 
gage (at the time of taking some $4,449,000). The Defense Department has 
neither paid off this nor assumed it. In Tennessee, which is a lien State, we 
are informed that the mortgage cannot be assumed. <A 1958 Federal case in 
Illinois (also a lien State) concerning a Wherry condemnation, upholds this 
principle. There are other authorities upholding this position. The utter in- 
adeanacy of the sum paid into court in the case of Stone River Homes is appar- 
ent on its face. 

This company has paid on the principal of the mortgage approximately 
$350,000. FHA established that it had contributed an equity value of approxi- 
mately $550,000. In addition to working capital of some $77,000 this company 
or the owners of its stock have paid and enhanced the value of this property 
by many thousands. Defense Department at one time offered $773,000 before 
the case was in condemnation. Justice Department has since offered an ap- 
proximate figure. A representative of the Defense Department, who has 
negotiated acquisition of some 30 properties under the formula, stated in the 
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presence of legislative and administrative representatives of three U.S. 
Senators, that if Defense Department could acquire this equity for 
approximately $973,000 (the ultimate under the formula) it would be getting 
a “good buy.” If this company were paid the average per unit value already 
paid by the Air Force in acquisition of other properties (under the formula) 
most of them on-base, built on Government property leased at a nominal annual 
rental, Stones River Homes (admittedly one of the best) would receive approxi- 
mately $1 million, plus the 6 percent in lieu of interest since the taking some 
14 months ago. Furthermore, though the congressional formula for acquisition 
set a ceiling, it set no floor. A directive from the Defense Department to the 
Air Force required that the negotiators ascertain that any Wherry acquired was 
worth the full value of any offer made for it. This was prerequisite to the 
making of an offer. In view of these facts it is evident that no fair and rational 
“estimate” of “just compensation” could be less than offers heretofore made. 
Because the owner does not accept a Defense Department offer in nowise justifies 
Defense Department in seeking to place the owner of the property taken in 
financial distress by paying into court a ridiculously small sum—far less than it 
had offered and that all evidence shows to be the property’s lowest probable 
value. The owner, even then, is allowed by law to withdraw only 75 percent 
to 90 percent of the so-called estimate of just compensation. 

By law the Government must eventually pay 6 percent on the difference 
between the final adjudication of value and the amount paid in. This is a large 
“interest” for Government to pay. It is to Government’s interest to curtail 
as far as foreseeable this amount. On the other hand, it is not fair compen- 
sation to take advantage of the “law’s delay”, compel owners wait for years 
before receiving even a minimum estimate of the value of their property. 
None of us are in the springtime of our years. If the Defense Department 
wants the property which we were invited to invest in and construct, we were 
entitled, at the time of taking, to at least the payment of a fairly arrived at 
“just compensation.” According to economists, the purchasing value of a dollar 
is depreciating at the rate of 21% percent a year. 

I wish now to advert to Mr. Boyd’s remark about establishing consideration of 
value to Government. In some States this is allowed. In others, according to 
usual procedure, it is not. All Wherries, in whatever State, are in a different 
category from the common run of condemnations. All are the creatures of leg- 
islation, built in response to the Defense Department’s invitation, based upon 
special legislation. There is no justification for allowing value to Government 
to be considered, for instance, in Georgia and not in Tennessee. Wherry hous- 
ing was constructed, whether on-base or off, whether on nominal leaseholds or 
upon land acquired and owned in fee simple, specifically where one of the branches 
of the Defense Department designated, built specifically according to its di- 
rectives and approvals. To take the position that because our project was built 
at the most convenient place to serve the needs of an Air Force Base—in our 
case on the other side of the base from the highway, across a country road which 
we got paved, of which any unit is within 5 minutes’ ride of any place of work 
or battle position—to say that because we so built at the invitation and direction 
of Defense Department that we are not advantageously located to attract the 
general public and that we cannot prove, in certain States, value to Government 
and must, therefore, depend upon what value we can prove to the general public 
(for which we did not construct it) is an attempt to take a gross unfairness un- 
worthy of the Government that invited us to invest and construct where we did. 
Is it not axiomatic that property be valued at its highest usefulness? The high- 
est usefulness of this property is the purpose for which it was specially located 
and constructed. We join Mr. Boyd in asking that replacement cost and value to 
Government be a basis of our evaluation. 

I have already pointed to the fact that in some Federal districts there will be 
long delays in the trials of these cases; that in Tennessee it will probably be 5 
years before our case can be heard; if appealed and retried it may well be 7 or 
10-years before final adjudication. As stated, this is not ultimately to the prob- 
able benefit of Government, which must pay 6 percent on the difference between 
what has been paid in and what is ultimately awarded. Neither is it to the con- 
venience of the owners who, whatever they may ultimately receive, are not 
adequately compensated if they cannot receive it for 5 or 10 years. Aside from 
the 6 percent is the increased cost to Government and owner involved in usual 
forms of trials. (One recently heard before a Federal judge without jury re- 
quired 5 weeks of hearing. One tried before jury took 7 weeks, while one 
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before a commission took only 3 days.) We do not wish to deprive any owner 
who wants it of a jury trial; but those of us who—because of the long delay 
confronting us—are willing for a speeded-up determination before a commission, 
should have this. Merely to leave this to the ultimate decision of the court 
(where the law leaves it) will not expedite the time of hearing. But a special 
commission—one member of which may be chosen from a panel offered by the 
Defense Department, one from a panel offered by the Wherry owner, the third 
named by the court—would, perhaps, determine the matter within 6 months and 
at much less expense both to Government and owner. There is certaiuly no 
unfairness to Government in proposing that Defense have one and the Federal 
judge another of the appointees. 

Before concluding I wish to show just three of several injustices which some 
of this special group I speak for suffer at the hands of the bureaucracies with 
whom we have to deal: 

I have referred to the fact that Stones River Homes, Inc. (or its officers and 
directors, personally) are still bound on a large mortgage after having our prop- 
erty taken from us and our income therefrom stopped. 

This company, under direction of FHA, paid in to begin with, a sum computed 
to be 1 year’s advance on certain required payments to FHA, taxes, et cetera. 
Thereafter, we were required to pay monthly in advance one-twelfth of this 
estimate; so that, at the end of each year we were two years in advance on 
all such payments. When FHA accepted repayment of its stock and disclaimed 
further interest in our project (some time after the taking) I phoned FHA 
Washington inquiring why our year’s prepayment (referring to above) was not 
returned to us. I was informed that FHA thought it should be but that, at 
a meeting with Defense Department, it was decided to pay us only the monthly 
advances we had made through the current year of taking. It is evident that 
Defense Department will not put up the required 1-year advances and is riding 
our deposit and withholding from us what uncontrovertibly is due. I suppose 
we shall be put to other great expense through a lawsuit in the Court of Claims; 
will eventually recover this sum after all the delay and expense of collecting 
it from the United States Government with whom we were invited to deal. 
(This was not part of condemnation and we probably can recover nothing in 
lieu of interest on it.) 

At the time of the taking of our real estate we were informed by representa- 
tives of Sewart Air Force Base that they were directed to take over such supplies 
and equipment as we had on hand necessary to the maintenance of our project. 
The base designated personnel to inventory this. One inventory list Was of the 
used equipment (office furniture, files, lawnmowers, et cetera). Another was 
of unused material (mainly paint) in a warehouse, which we had bought whole- 
sale in large quantity to be delivered as we required. This had gone up some 
20 percent since our contract. The paint company would have been glad to have 
released us from taking the residue. We were told by the base representatives 
that it needed this paint. As a pure accommodation we turned over the paint at 
exactly the figure that we had to pay for it, although its value had increased by 
approximately 20 percent. Some 5 to 7 months after taking our property we 
were advised that some of it (which we are informed had been used) was not 
further wanted by the base; that unless we took it back they wouldn’t pay for 
any of it at all. We were further informed that as to the other inventory (the 
paint) that the base had had later instructions from Defense Department not 
to pay that either—just to let the payment await final settlement of the real 
estate condemned. I am informed that the base has used this paint in the near 
14 months since it took it. We have had to pay for it. It was taken and 
signed for by appointed base personnel and agreed to be paid for. It was not 
condemned. We stated date we acquired each article, the depreciation on used 
articles. There was no complaint of any charge for any articles. Now I suppose 
we shall be put to the expense of litigation in the Court of Claims and will 
undoubtedly eventually recover the value of our property after being forced 
to the great expense of proving and collecting our claim for property that we 
passed in pure accommodation. 

Mr. Boyd touched upon the intrusion of the FBI into the affairs of all Wherry 
owners who have not given up their property to the Defense Department for less 
than they know it to be worth. Ostensibly on the ground of examining our 
records to ascertain our income, the Justice Department (which has many 
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competent auditors other than FBI) has subjected many, if not all of us, to FBI 
investigation. Do the gentlemen of the committee realize the position in which 
a man or company is placed in a small city of 20,000—or even in the larger 
community of Nashville—when it is noised around that he is being investigated 
by the FBI? Iunderstand that this is extraordinary, if not unique, in condemna- 
tion cases, and is wholly uncalled for. Our annual CPA audit was submitted to 
FHA. We made, of course, our returns to Internal Revenue and our records have 
been, and remain at all times, open to it. Several appraisers of Defense and/or 
Justice Departments have had access to all our records and to our auditors. 
Neither Stones River Homes, Inc., nor any of its owners, stands in the least fear 
of investigation by FBI. Until our property was seized, none of us have ever 
been so much as threatened with litigation by any branch of Government. But 
it may be 5 years or longer before its findings or claims are disclosed in court. 
Meanwhile, we must suffer under a shadow, a whisper, an embarrassment. This 
may not be gestapoism, but it smacks of it. Though our persons have not been 
imprisoned, our money and our records have been; and, in a sense, our credit and 
our reputations are so until cleared of this vague arrest. 

The facts I have presented of this case in point are similar, I am informed, 
to the facts in many other cases referred to in the testimony of Mr. Roland Boyd. 
The Federal court, sitting in Tampa, Fla., recently found the Department of 
Defense acting through the Department of Justice had dealt in bad faith in 
dealing with a Wherry owner. However, the Federal court of appeals, at New 
Orleans, La., reversed this decision, not that it differed with the district court 
on its finding that the Department had acted in bad faith, but on a technical 
point of law. The facts in that case were not worse than those in the dealings 
with Stones River Homes, Inc. I am informed that the same kind of dealings 
have been experienced by many other of us where the Department has taken on 
$1. The Federal courts of the country will be cluttered with these cases. But 
some of us are placed in such financial distress that we cannot finance this expen- 
sive litigation. Thus, democracy is placed at the mercy of bureaucracy. I shall 
give to the committee counsel a copy of the district court’s opinion in the Florida 
case, 

We are sure that the Congress did not intend an inequity toward those of us 
who enjoyed no windfalls and acquired the land on which we constructed for, 
the Government's benefit; that it was, as we are informed, pure oversight. 
Nevertheless, we of this group were deprived of fair and equal opportunity for 
negotiations and the followup actions of governmental authorities has forced us 
to exceeding great expense. They, in effect, “straw the wheat and save the 
chaff.” Since most of us already are under condemnation we respectfully urge 
that our several wrongs be somewhat mitigated by enactment of a law affording 
us, the invitees of Government, a fair chance in defense of our constitutional 
rights. 

Respectfully submitted. 

E. W. CARMACK. 

FEBRUARY 3, 1959. 


Mr. Rarns. Mr. Reporter, I want to include a statement in the rec- 
ord by the Brookline Redevelopment Housing Authority of Brook- 
line, Mass., as presented by John T. Noonan, Jr., chairman of the 
Brookline Redevelopment Authority. 

In addition to that, I want to include in the record at this point 
a statement from the Metropolitan Association of General Improve- 
ment Contractors. 

And in addition to that, I want to include in the record at this 
point the statement of the Jewish War Veterans, by Mr. Bernard 
Weitzer, national legislative director. 

I have one more here: a. statement from the National Federation 
of Settlements and Neighborhood Centers, 226 West 47th Street, 
New York. 
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(The statements referred to above are as follows :) 


STATEMENT OF NATIONAL FEDERATION OF SETTLEMENTS AND NEIGHBORHOOD 
CENTERS, NEW YorRK, N.Y. 


Submitted for the National Federation of Settlements and Neighborhood Centers, 
226 West 47th Street, New York, N.Y., by Fern M. Colborn, secretary for 
social education and action of said organization 


The National Federation of Settlements and Neighborhood Centers has some 
300 member agencies in 95 cities across the United States. A recent poll indi- 
cates that 57 of member agencies are operating programs in the community 
facilities of low-rent public housing projects. Almost all of the others operate 
in neighborhoods where public housing is located. A poll is currently being 
made to find out how many members are in some way working in connection 
with urban renewal programs. 

Reports of staff show that a sizable number of the neighborhood houses in 
the country are either currently involved in urban renewal or expect to be in 
the near future. Neighborhood centers have a close day-to-day contact with the 
people who live in the crowded, deteriorated areas of cities. They therefore 
have a direct and vital interest in the housing and urban renewal legislation 
that is before this committee. 


TITLE I-—FHA INSURANCE PROGRAMS 


We have long stood for the liberalization of FHA programs to provide in- 
centives for and stimulation of the building of humes for middle-income fami- 
lies. We support an increase up to 97 percent of replacement cost for coopera- 
tive housing. We think this would make it possible for agencies such as ours 
more readily to get groups of middle-income families together to help solve 
their own housing problem. We think, too, that it is important to provide for 
the inclusion of community facilities, both commercial and noncommercial, in 
these developments. People need the support of all the usual neighborhood 
facilities regardless of how the houses they live in are financed. In the 
. luxury apartments an excellent precedent has been set by the inclusion of 
stores, restaurants, theaters, and so on. We know that such facilities are of 
equal importance to all families and believe, therefore, that the financial plan- 
ning for cooperative should take this into consideration. 

We would like to see greater reorientation in the Federal Housing Admin- 
istration to give recognition to the housing needs of the central city. We 
think that the amendments to section 220 are steps in this direction. We 
would like to see the benefits of relocation housing (sec. 221) extended to any 
family in the environs of a community that has a workable program. This 
would recognize the factual situation that land is scarce in many cities. 

We note that title IX is an attempt to give relief for the serious situation 
on mortgage foreclosure that is occurring across the country. We know the 
human cost of this is great and hope that Congress can provide relief to this 
problem. We have not heard of any areas where FHA has granted extensions 
under present legislation. 


HOUSING FOR THE ELDERLY 


We are pleased to find the new title II on housing for the elderly in bills 
before your committee. We think that the FHA liberalizing features recoin- 
mended would be helpful toward providing a more adequate supply of housing 
at more reasonable rentals and purchases than is now obtainable. We are 
particularly glad to see that dining, health, community, and other essential 
facilities are provided. We would like to have you add services as well. 


URBAN RENEWAL 


Urban renewal is one of the most effective, imaginative programs in the 
country today. It is a realistic approach to the problems of today’s cities. 
Long-range planning and a sizable flow of funds are essential ingredients for 
successful urban renewal. Surely the rebuilding, rehousing, and preservation 
of existing housing is no less important than other Government programs for 
which we are today spending sizable amounts. Since our organization is also 
concerned about the human cost of unemployment, we think that such a pro- 
gram could be a healthy stimulus to the economy as a whole. 
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RELOCATION PAYMENTS 


We are glad to see that the bills would broaden relocation payments to include 
families displaced for any Government reason. Our member houses have been 
involved in relocation of families for all kinds of reasons in recent years. Relo- 
cation is a hardship on the individual family, regardless of the reason for which 
itis done. Therefore equality in treatment is a minimum to expect. Relocation 
releases a long chain of problems—economic, social, and psychological. There- 
fore relocation payments, expert relocational personnel, the cooperation of public 
and private agencies, are all essential ingredients in this program. 

We have testified in previous years regarding relocation payments. We were 
pleased that the Congress gave recognition to payments to small business in the 
last bill that passed. We have studied this problem closely in many cities— 
South End House in Boston, Friends Neighborhood Guild and Germantown 
Settlement in Philadelphia, and Hull House in Chicago. Our experience is that 
$2,500 is too low. So many of the businesses in the redevelopment areas are 
marginal and moving costs often mean bankruptcy of the business. We would 
hope that this amount will be raised. The increased cost of moving for the 
individual family also makes necessary a reconsideration at this time of an 
increase in relocation payments to families. 


LOW-RENT HOUSING 


Housing has been a prime concern of the settlement movement in the United 
States for more than half a century. Studies in neighborhood centers have 
called attention repeatedly to the association between bad housing and disease, 
delingueney and family and community demoralization. Whether or not bad 
housing. actually causes such social ills, it clearly tends to augment and _ per- 
petuate them. Only exceptional persons can develop their best potentialities 
while condemned to live in the filthy, verminous, and overcrowded conditions 
that many still face in the Nation’s slums, usually paying exorbitant rentals 
as well. 

Public understanding of public housing programs must be extended beyond 
the rather negative and condescending concept of “slum clearance” to the more 
constructive framework implicit in urban renewal—renovation and rehabilita- 
tion as well as demolition and construction—with the aim of planned and co- 
ordinate development that benefits the whole community, not merely an unfortu- 
nate group. In the interest of effective and economic use of public funds, as 
well as the welfare of the community and the individuals directly concerned, 
we believe that public housing legislation should be more comprehensive and 
flexible and oriented more directly toward serving two basic principles. 

Public housing programs should (1) promote the pride, self-respect, and sta- 
bility of the individuals and families they serve directly, and (2) establish com- 
munities or integral parts of communities, not merely proiects. 


PROMOTING SELF-RESPECT AND STABILITY 


Too often the towering masonry of a public housing project has become the 
modern symbol of the poorhouse. Its rigid income limitations have branded 
the occupants as poor in relation to the community. By definition, no family 
was there that had been able to improve its circumstances to the point of rising 
beyond its limits for eligibility. Those who felt they must stay, because nothing 
else was available within reach of any income they might hope to command, 
had an incentive not to improve their lot. Moreover, occupants are a group 
weighted by the various adversities associated with chronically low income— 
families broken by death, desertion, and divorce; impoverished by chronic dis- 
abilities, physical, mental, and emotional; handicapped as newcomers by their 
ignorance of the skills and other characteristics desired in the community. 

We do not believe that public housing should be reserved for “good” families 
and denied to families with many problems. On the other hand, too great a 
concentration of multiproblem families tends to aggravate both the difficulties 
within the group and its relationships with the surrounding community. Skilled 
and persistent social services in the public housing and the surrounding com- 
munity can enable many problem families to cope with personal and com- 
munity responsibilities of which they may be ignorant because they have come 
for a totally different setting in another country, from a part of our own coun- 
try where facilities are meager and educational standards low, or from a long- 
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demoralized slum in one of our own cities. It is at least equally important to 
the education and regeneration of these disadvantaged families that they have 
at hand the example of neighbors who do know how to live in a city neighbor- 
hood. 

In the interests of promoting stability and advancement for publicly housed 
families and their neighborhoods, we therefore hold that when family income 
rises above the maximum set by regulations for the development, the family 
should be permitted to remain, paying a larger part of the economic rental. 
Public housing also should include provision for purchase of units by families 
that can and wish to purchase their homes. Purchase provisions are of particu- 
lar importance for Negro and other minority families and older people, who 
are greatly disadvantaged in obtaining mortgages in the commercial real estate 
market. 

Public housing developments should be scattered throughout a city and should 
be small, in most places with no more than 100 units and a maximum of 250. 
Where 300 families are to be housed, the public housing development should 
provide for 100 and the other 200 should be houses on scattered sites, also public 
housing. Insofar as possible, public housing should not be very different from 
the surrounding structures. In some cities, for example, row houses, rather 
than apartments, may be the choice for families. 

Special problems in location arise in cities where there has been a large in- 
migration in recent years of racial and ethnic groups that have been herded 
into particular districts, Rehousing in such a district is likely merely to main- 
tain the segregation built up through generations of prejudice; it results in 
developments where all the occupants are Negro, for example, or Mexican or 
Puerto Rican. This continued segregation perpetuates existing tensions and 
blocks intercommunication through which various groups can learn to under- 
stand one another and live together. This situation raises difficult choices since 
the ghetto neighborhoods are those where old housing is likely to be worse and 
the need for change greatest. Nevertheless we believe that: 

Choice of sites for public housing should be guided by search for areas where 
there will be occupants of various races and cultural backgrounds. Wherever 
public funds have been made available for a building, there should be a non- 
discriminatory clause in every contract so that eventually housing is available 
to all families regardless of creed, race, or national origin. 

Stability in family and neighborhood living also requires structures designed 
to meet the needs of particular groups and changes in the needs of individual 
families. “High risers,” towering apartment structures, are not suitable for 
families with children. Most housing developments have no place for men, 
indoors or out. ‘There is too little provision for families with many children, 
More general factors affecting neighborhood life within a housing development 
and the surrounding area will be discussed below. In the design of the struc- 
tures themselves we believe that: 

Public housing should provide row houses or other nonelevator buildings, 
with green spaces, for families with children, including adequate provision for 
large families. It should make appropriate provision for aged persons and single 
persons. 

NOT PROJECTS BUT COMMUNITIES 


Families in some public housing developments have found themselves bereft 
of some or all the community resources of their former neighborhood—the 
nearby church and movie house, the pool parlor, corner grocery, hardware store. 
Children may have to cross dangerous traffic lanes to get to school. A house- 
wife may have to take a bus to do her marketing. Despite the gains in light, air 
and cleanliness, the separateness of some projects sets their occupants apart 
from the normal life of a community, stigmatizing them and further aggra- 
vating the bad effects of segregation arising from racial and economic homo- 
geneity within the group. 

We believe the full potentialities of public housing will be realized only when 
the plan for a development includes : 

Adequate community facilities—schools, churches, stores, recreational facil- 
ities and so on—through selection of a site where there are readily available or 
provision is made for them within the development itself ; 

Expansion of services through continuing cooperation with health and welfare 
agencies in the use of community buildings in the projects. Extension of services 
through the purchase by the local authority of the services of social caseworkers, 
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social-group workers, recreation workers, nursery school teachers, community 
organizers from established social agencies to serve the tenants : 

Inclusion in management staff*of persons with training in community organi- 
zation, social work, and home economics to aid tenants in making maximum 
use of public housing and other community resources and in bridging the gap 
between the development and the surrounding neighborhood. Increased partici- 
pation of management in that neighborhood in the development and strengthen- 
ing of elements of good neighborhood life—with the schools, churches, shopping 
areas, parks, Encouragement of some active communication between the project 
and the neighborhood ; 

Encouragement of tenant organizations to develop volunteer activities and 
advise management on public opinion ; 

Rental, purchase, and intake policies that will yield, insofar as is possible, 
a tenant group that represents elements in a normal population in terms of age, 
type of household, and differences in race, economic status and cultural back- 
ground. 

We most earnestly seek the help of the Congress in reshaping the program 
along the lines indicated here. 

In short, public housing should be regarded not merely as a real estate opera- 
tion financed by taxes or a refuge for the unfortunate but as a social institution 
valued by communities as a‘means of safeguarding or enhancing a stable, pleas- 
ureable way of life in which all citizens can take pride and from which the whole 
community benefits. 

Federal funds available for public housing should be increased. We know, 
however, to eliminate our slums, to house the low-income families, to provide for 
orderly procedure in urban renewal, highways, and other public and private 
improvements there must be houses in which to put families. A large share of 
these families, if they are to have decent, safe, and sanitary housing, must go 
into public low-rent housing. We therefore recommend a public housing program 
of 200,000 units per year, until the need is met. 

The statutory 5-to-1 income-to-rent ratio has long since lost its justification ; 
experience indicates that a ratio of 7 to 1 is more realisic today according to rent- 
paying habits in the private market. 

Public housing has.shown too little advancement in creative design, largely 
because of administrative controls and inflexible standards required by the 
Federal agency. Federal regulations should reflect technical advances and 
advance in the standard of living. 

Local authorities must have budgetary latitude to finance social services: 
decent shelter alone is not enough to meet the needs of many underprivileged 
families. We are glad to observe your added statement calling for social and 
recreation facilities and services in section 601. Since low-rent public housing 
is primarily a welfare program we think these services should be a requirement. 
We have called for broad changes in the entire public housing program in this 
testimony. Although the Commissioners’ statement before your committee indi- 
eated that he now authorizes as a cost to the program “social and welfare guid- 
ance” our experience is that this cost has only been approved in a very few 
cities. Moreover, we know of many cities wherein such services have been 
requested by our member agencies to be included in low-rent public housing, 
and the local housing authority advises that the Public Housing Administra- 
tion will not authorize such service. We would like to see this situation cleared 
up and such services be available as part of project operation costs wherever 
needed. 

In a few projects neighborhood houses have been able to obtain special funds 
from private foundations to demonstrate the value of such services. Our expe- 
rience is that as soon as such services are added maintenance costs go down, 
moveouts drop, juvenile delinquency goes down, but more important than these 
economic gains to the community have been the gains in self-respect and respon- 
sibility assumed by the families. Tenant groups take responsibility for cleanup 
in halls, incinerators, and elevators. Volunteer grievance committees establish 
communication between tenants and management. Multiproblem families are 
helped to straighten out their difficulties. Tenants organize and together raise 
funds to help pay for some of the services themselves. Project families par- 
ticipate in life in the surrounding neighborhood on equal footing with the 
general population. These are all desirable qualities in a democracy, and the 
wherewithal to unlease this kind of community life is, in our opinion, a 
necessity. 
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We have advocated here a complete revamping of the low-rent public housing 
programs and believe this is a first essential in any future program, and in 
addition to solve the knotty problems of families in low-rent public housing 
we do ask this committee to provide for adequate social services. 





STATEMENT OF THE BROOKLINE REDEVELOPMENT AUTHORITY, BROOKLINE, MAss. 


BROOKLINE REDEVELOPMENT AUTHORITY, 
Brookline, Mass., February 2, 1959. 
CONGRESSMAN ALBERT RAINS, 
Chairman, House Subcommittee on Housing, Washington, D.C. 


Deak CHAIRMAN Rains: In the course of administering the redevelopment 
program in the farm area in Brookline, the Brookline Redevelopment Author- 
ity has encountered three situations of severe economic hardship to persons 
affected by the program. We are bringing these situations to your attention 
in the hope and the belief that they can be corrected by the Housing Act of 
1959. 

1. The first situation results from the limitation as to payment of moving 
expenses of families to $100. As you know, moving costs have increased sig- 
nificantly in the last several years, while this limitation has remained un- 
changed. We believe that it is unfair to ask families in the redevelopment area 
to shoulder the cost of moving forced on them by the Government. We believe 
that $250 would be a fair provision for individuals or families forced to move their 
homes. 

2. The second situation is caused by moving costs incurred by businessmen 
who have to move out of an area taken for redevelopment clearance. The pres- 
ent law permits a maximum of $2,500 reimbursement for proved moving ex- 
penses. We have already encountered three small businesses which will have 
moving expenses in excess of $20,000. Such heavy costs for small enterprises 
are ruinous. It seems to us wrong to inflict them without compensation. We 
believe that if it is right to compensate moving expense at all, they should be 
compensated to the full extent. We do not believe that a community has any 
moral right to exact this kind of sacrifice from a few businesses. If the com- 
mon good demands demolition of businesses in an area, the common good also 
demands that these businesses be treated fairly and not be made to bear a 
disproportionate share of a burden which should be borne by the community 
as a whole. 

We have had no opportunity to make a national survey as to what total 
cost to the Federal program would result from an increase in the moving ex- 
pense provision. We do believe that there would be relatively few companies 
whose costs would go above $10,000. For this reason, there should be no great 
increase in the cost of the program if provision were made for compensating 
every business’ proved expenses of moving. Proper administrative regulations 
could prevent any abuse of such provision and insure that only in the extraor- 
dinary case would it be necessary to go above $10,000. We believe that the 
small cost to the Federal Government that such an amendment would entail 
would be amply justified; and we would all share the satisfaction of treating 
the small businessmen of our country in a fair and equitable way. 

8. The third situation we have encountered is the economic disaster brought 
about by the program when a small business is almost totally dependent on its 
location in the redevelopment area. To move such a business from the area is 
substantially to destroy it, and the present law makes no provision for compen- 
sating such a loss. We have encountered several tragic cases of businessmen 
dependent on local patronage who have devoted their lives to building up their 
reputation in the redevelopment area; they will now be forced to move outside 
the area with the result that their life efforts at building up their business 
will be brought to naught. Although a jury might give some surreptitious com- 
pensation for goodwill to a landowner who went to court, such extra-legal 
compensation is of no help to a nonlitigious owner and of no help to a business 
tenant, who may be particularly hard hit. 

Although the Constitution does not require compensation for goodwill de- 
stroyed by an eminent domain taking, statutory precedents do exist for com- 
pensating such loss when an entire area is taken and a business cannot relo- 
eate close to its original site. In particular, statutes have made provision for 
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payment of such compensation when an area is taken for a metropolitan water 
supply district. We believe that the water supply situation is analogous to a 
redevelopment situation where an entire area is taken by eminent domain and 
a business cannot relocate within the area or near it. 

The courts have refused to see a constitutional necessity to compensate for 
goodwill, partly because of a belief that it was vaguer than property rights 
in land or buildings, and partly because of a feeling that a business ran the 
risk of a public taking. However, goodwill is established daily by the Internal 
Revenue Service in tax cases on a basis of the average earnings for the 5 
preceding years, reduced by 8 percent of the average tangible assets, capital- 
ized at 15 percent. We do not believe that most businesses had any expecta- 
tion of running the risk of the total demolition of the area in which they were 
set up. Consequently, we think that the old reasoning of the courts in the 
eminent domain cases no longer applies and that provision ought to be made 
to compensate for loss of goodwill. In the words of Chief Justice Holmes, speak- 
ing for the Supreme Judicial Court of Massachusetts in one of the water 
district cases. “The legislature is not forbidden to be just in some cases where 
it is not required to be by the letter of paramount law.” 

We enclose for your information, the following: 

(a) Some documents we have received as to moving expenses of businesses 
in the Brookline Redevelopment Area. 

(b) A brief memorandum of authorities on the water district statutes. 

(c) The language which we would like to see incorporated in the Housing 
Act of 1959. 

We believe that the problems set forth above are nationwide. It may be that 
they have not received their due attention because the small businessmen af- 
fected are unorganized. It may also be that, as members of a redevelopment 
authority in a town, we find ourselves closer to the hardships of our fellow 
townsmen than would a redevelopment authority in a very large city. In 
any event, we feel that these problems are real ones under the present Housing 
Act, and we believe that they should be remedied. We are sure that these 
proposals will receive your sympathetic attention, and we send them to you 
with the confidence that you will achieve their enactment into law. 

Very truly yours, 
JOHN T. NOONAN, Jr., 
Chairman, Brookline Redevelopment Authority. 
Enclosures. 
SUGGESTED CHANGES IN THE HOUSING ACT 


1. Section 106(f) (2) of the Housing Act of 1949 is hereby amended by strik- 
ing out “$100” each place it appears and inserting in lieu thereof “$250” and 
by striking out “$2,500” and inserting in lieu thereof “$10,000, except that 
where exceptional expenses are proved to the satisfaction of the Administrator 
additional payments for such expenses may be made.”. 

2. Section 106(f) (2) of such act is further amended by striking out “except 
goodwill or profit” and inserting in lieu thereof “including goodwill to the extent 
provided below”; and by adding the following sentence at the end of the para- 
graph: “In the case of a retail commercial business established in an urban 
renewal area for the 5 preceding years, payments may be made for goodwill 
upon the certification of the local public agency, approved by the Administrator 
and subject to rules and regulations prescribed by the Administrator, that the 
business is substantially dependent on local patronage and cannot reestablish 
itself within an area reasonable proximate to the area on which its patronage 
depends. The value of the goodwill shall be determined on the basis of the 
average earnings for the 5 prececing years of the business in the urban renewal 
area, reduced by 8 percent of its average tangible assets, capitalized at 15 per- 
cent. Payments for goodwill shall not exceed $10,000.” 


MEMORANDUM RE WATER DISTRICT STATUTES 


1. The Massachusetts law providing for compensation of goodwill destroyed 
by taking of an area to create a metropolitan water supply is Stat. 1895, ch. 
488. The law was construed and upheld in Sawyer v. Metropolitan Water 
Board, 178 Mass. 267 (1901) and Earle v. Commonwealth, 180 Mass. 579 (1902). 

2. A similar Rhode Island statute was construed and upheld in Joslin Manu- 
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facturing Company v. Providence, 262 U.S. 668 (1923). This statute also pro- 
vided for the payment in full of the reasonable cost of moving machinery from 
the water district. 

3. A general discussion of these statutes may be found in Nichols on Eminent 
Domain (1950), vol. 2, see. 5.76(1). 

LEWIS NATIONAL Corp., 
Dorchester, Mass., January 26, 1959 

Mr. KEELAN MILBURY, 
Hinds Laundry Inc. 
Brookline, Mass. 


DearR Mr. MiLtsury: Complying with your request we give you below our 
estimate of cost to remove the equipment in your laundry and reinstall it at 
another location. Our figures include rigging-steam-air-electricity and as stated 
above are an estimate only because of lack of knowledge of your new location. 

However, this estimate is based on experience of years and is, we believe, fairly 
accurate. 

TOP FLOOR 

















Remove | Reinstall 
Washroom: 
1 42 x 86 washer___..-__- pete + actin ete ieee eh al $150 | $200 
A Go "Se ee ee es Bk See eamoos cae | 150 300 
136x364 washer. ----- hi gash oo eae a. cotba va whe k«edax 50 | 150 
ES a ee ee ee ide iia eons 400 | 800 
138 x S4 washer. ........- ae * beg ies | 100 | 200 
2 39-inch extractors - -- be et ; 100 | 250 
148-inch extractor ....-...-.....-...-: 200 | 400 
1 96-inch extractor....-..-...-...... , sins i 50 | 125 
1 collar starcher_..-.---- baie : 50 75 
7 Huebach tumblers- he 200 | 600 
1 conveyor. _-----.------ ~-2---- . -------- - | 50 | 100 
eect aese , = 1, 500 | 3, 200 
1,700 
-_———_ oa — ——— -  — — $$ $$ —__ — 
SECOND FLOOR 
Finishing equipment | 
3 Prosperity shirt units_. a 3 | $450 | $1, 500 
ere 1,950 
6 3-piece wearing apparel units____- 550 1, 800 
Total__ ee ie = 2,350 
js gy ee ee ee | 100 | 300 
EE SERRE Gy SRA TE SEE ER eee ee eee 5 Rene eee a ee 400 
cee mates i SS ee F | 100 | 200 
1 Cissell sock form_....-.--_- : : 50 | 100 
ey ee ere a } 120 | 100 
1 6-rol! flat work ironer and spreader_- eeswuesz 800 | 2, 000 
RS ee Dae 1? ahah & 3,770 
Powerplant equipment: 
RR SEES ee rene | eee pad Oa be Oe eee or ay a 200 300 
(ETS TARR Te UA at Se ae LR le 500 
110 ,000-gallons-per- hour hot water tank__.. 500 | 2, 000 
‘ ecemebtemianae aden: on: ieee amnaae 
RET a a Say eee es SE Se Sone 2,500 
1 125-horsepower boiler.............--......--.. vi | 4,000 
RID daa tie tai teodt od ceden wn Sueeiculesdc | Taye 20,170 1 





Very truly yours, 


LEWIS NATIONAL CorpP., 
Haroutp F. Lewis, President. 
P.S.—It is our opinion that it would be more economical to invest the money 
needed for the removal of the boiler and hot water heater in new equipment. 
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SUNSHINE LAUNDRY, 
Brookline, Mass., January 28, 1959, 
BROOKLINE REDEVELOPMENT AUTHORITY, 
Brookline, Mass. 
(Attention: Mr. Young, chairman.) 


GENTLEMEN : In accordance with your request, we are submitting an itemized 
list of heavy movable equipment requiring reinstallation in the event relocation 
of Sunshine Laundry, Inc., is necessary. Figures pertaining to weight were 
determined from references supplied by various laundry machinery companies. 
The appraisal figures for removal and reinstallation costs were supplied by a 
leading laundry consultation and engineering company. 

The list does not include removal and reinstallation of our 75 hp. boiler 
currently supplying our hot water, steam, and power requirements; neither does 
the list include light movable equipment, such as portable trucks, bins, work- 
table, etc., all requiring moving expense far in excess of the proposed $2,500 
allocation. 

Sincerely, 
SUNSHINE LAUNDRY, INCc., 
S. L. WHITCOMB. 


Heavy movable equipment belonging to Sunshine Laundry, Inc., Brookline, Mass. 


























Total 
Cost to| moving 
Item Num- Weight Cost to} rein- cost 
ber remove| stall | (moving 
and rein- 
Sstallation) 
26-inch extractors -_ 4 | 1,350 pounds each--_ 1$50 | 1$125 $7 
30-inch tumbler- 1 | 775 pounds 35 35 70 
300-pound, 42 by 84 washer- - 2 | 4,000 pounds each. __ 1150 1 250 890 
150-pound Poland washer---- 1 | 2,200 pounds- - -_-- 95 125 220 
Air operated presses ---.----.-- 9 | 1,000 pounds each_ __ 1150 1 200 3, 150 
§-roll Troy ironer 1 | 8,000 to 10,000 pounds. 500 | 500 1, 000 
Extractor, 17-inch - -- 1 | 300 pounds---_-- 25 | 35 60 
Curtain dryer- -_ 1 | 1,500 pounds. --_-- 125 165 290 
24 by 48 washer-_-___ : 1 | 650 pounds | 40 50 90 
Air compressor with tank- 1 | 300 pounds | 35 25 60 
Steam engine__--_--- 2. 1 | 3,000 pounds- --- 200 325 525 
Steam pump with receiver__- 2 | 300 pounds. --- 35 40 150 
Copper hot water tank- __- 1 | 4,000 pounds. - -- 300 400 700 
Oi] burner__- 1 | 400 pounds nd 45 35 130 
Oil tank, 10,000-gallon _ __ 1 | 8,000 pounds--___--_-- 400 600 1, 000 
Extra large safe_- 1 | 1,000 pounds. --_-- 150 100 250 
Miscellaneous shafting pulleys and hangers | 7,000 pounds---_---- 1,500; () | 3, 000 
to provide power for all equipment. | | 
Det oa. . | | | 12,195 
| 
1 Each. 


1 Reinstallation of shafting, pulleys, ete. 


METROPOLITAN ASSOCIATION OF GENERAL IMPROVEMENT CONTRACTORS, 
Washington, D.C., February 2, 1959. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, 
House of Representatives, Washington, D.C. 

Dear Mr. Rartns: Due to the time limitations imposed on your committee by 
the pressure of events in connection with the proposed housing legislation, we 
have abstained from requesting an assignment for testimony before your 
committee. 

We have had an opportunity to appear before the Senate Committee on Bank- 
ing and Currency and we enclose a copy of the prepared statement with a 
request to have it appear in the congressional record of your hearings. 

In view of the fact that during these hearings no representative of the im- 
provement industry was heard, although a large part of activities and problems 
related to housing rehabilitation and relocation housing directly and seriously 
affect this group and are handled by it to a growing extent, we would like to 
Suggest that our recommendations contained in the attached statement be 
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studied by the staff of your committee and further discussion of these important 
aspects be taken up at a later occasion at your convenience. 

We also wish to express our true appreciation for the consistent and meaning- 
ful attention you are devoting to the pressing problems of urban renewal and 
better housing, and we hope that your legislative suggestions in this respect 
will prevail and be incorporated in the new Housing Act. 

Sincerely yours, 
JoHN H. Haas, Hxecutive Secretary. 


STATEMENT OF JOHN H. HaAAs, EXECUTIVE SECRETARY, METROPOLITAN ASSOCIATION 
OF GENERAL IMPROVEMENT CONTRACTORS, BEFORE THE U.S. SENATE COMMITTEE 
ON BANKING AND CURRENCY 


Mr. Chairman and members of the committee, in view of the limited time 
available allow me to be brief and to the point. I am here for the organized 
improvement contractors in the metropolitan area of Washington; we have 
just started an industry clearing center as a public service for similar organiza- 
tions throughout the country and we have received many communications cor- 
roborating our findings and suggestions presented to you here today. I am 
also in charge of Workshop 221, Inc., set up primarily for housing rehabilitation 
under section 221 of the National Housing Act. 

The problem of urban renewal confronts us on three levels: as slum clearance, 
area conservation, or housing rehabilitation. By nature of their profession, im- 
provement contractors are little involved in the first level, participate in the 
second, and are an essential factor in the third, for there are over 10 million 
homes certified as dilapidated, unsafe, or insanitary. Only an insignificant 
fraction of these will be absorbed by urban renewal projects: the great majority 
of them must be treated and cured as existing structures to avoid ultimate dis- 
placement of their occupants, or make them available as relocation housing 
for displacees from highway programs or other projects. 

This is why and where special assistance is needed under section 221 which, 
so far, has attracted little attention in these hearings. Yet, in its present form, 
section 221 is too narrow and too encumbered by special conditions and compli- 
cations to be of real help: it is imperative to make certain changes which will 
not alter the purpose, but widen its scope and make it workable. This need is 
documented by the latest statistics which show that, during 1958, only one out 
of every six houses processed and committed by FHA for 221 mortgages was an 
existing structure. Worse yet, the year’s total of insured cases for the entire 
country was less than 1,500 in this category. 

This is most deporable, particularly at a time when increased code moderniza- 
tion and enforcement together with new road and urban renewal projects will 
displace hundreds of thousands in the next few years—and we most certainly 
do not want those families to crowd into other blighted homes or neighbor- 
hoods, or overload public housing facilities. We must remember also that these 
threatened homes and families are situated in and around communities all over 
the country, not just in the relatively few cities which have a workable program. 
Yet, section 221 specifies that such mortgages may only be made inside the city 
limits if and when there is such a workable program certified and in existence. 
Planning of such a program is slow, complicated and usually takes years—but 
rot and blight do not wait for the city fathers or civic groups to produce an 
acceptable program. 

Mayor Celebrezze of Cleveland has said emphatically that “clearance alone is 
not the answer, but rather a broad and large-scale attack upon rehabilita- 
tion * * *.”” We endorse that statement, and we would like to add to it that 
such an attack must be not only broad but broadminded; not only large scale 
but also workable on a small scale where we can catch blight at its inception. 

Then there is the last but not less sordid obstacle to a sound rehabilitation 
program: lack of adequate financing. When you hear that 221 does not work, 
you may put a good part of the blame on this account. You have heard FNMA 
and the bankers talk about this problem. Now, hear this: 

FNMA asks you to grant freedom of discount and charges, giving as reason 
that, for special assistance type mortgages such as those under section 221, 
it must attempt to encourage private investors to buy these mortgages from 
FNMA. It thereby admits that, per se—or, at par—these mortgages are 
not attractive to investors. We know that; but, if these mortgages were to be 
made attractive, let’s decorate the cake—and not the cook. Let’s raise the 
interest ceiling on these loans commensurate with current market trends and 
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attractive in yield—then we can forget all about discounts, charges, and the 
cumbersome and complex mechanism of these FNMA purchases which add so 
considerably to the already substantial headaches of every owner or operative 
builder under section 221. It seems that we are caught here in a vicious circle: 
You want to render assistance, partly by holding interest rates down—if only 
by a small, insignificant fraction which, in turn, is large enough to keep the 
lenders away—and, therefore, you need FNMA to make these mortgages palata- 
ble at the expense of the same displacee you wanted to assist in the first place. 

The bankers, too, are opposed to the par-purchase requirement for FNMA 
because, as they stated it, it “constitutes an indirect subsidy to the special 
groups assisted by these programs at the expense of all taxpayers.” Gentlemen, 
they are so right. These special groups are the germ carriers of urban decay— 
not because they want to but because they cannot help it. What shall we do 
with them—send them to some kind of Siberia, put them in a ghetto or in jail? 
It is the duty and responsibility of all taxpayers to come to the aid of these lesser 
privileged families and make good citizens and good taxpayers of them through 
an intelligent special assistance program. 

Here, then, are our specific recommendations for changes in section 221, the 
first two of which are already contained in S. 57; and may I emphasize that none 
of our recommendations call for grants, subsidies, or similar impositions on the 
U.S. Treasury. 

(1) Enlarge the applicability of 221 mortgages by including families dis- 
placed in, and from the environs of, an eligible community ; 

(2) Increase the loan ceiling to $10,000 ($12,000 in high-cost areas) ; 

(3) Remove the interest ceiling and leave it to the discretion of FHA; 

(4) Retain FNMA’s par purchase of 221 mortgages with fixed minimum 
charges ; 

(5) Permit 221 mortgages, irrespective of certified workable programs, to 
be made under the supervision and authorization of the competent regional 
office of FHA, in any municipality with a satisfactory system of codes and 
ordinances conforming to applicable standards of public health, safety, sani- 
tation, and housing. 

If these changes were incorporated into the new Housing Act, we are certain 
that substantial and speedy progress in area conservation, relocation housing, 
and housing rehabilitation can be accomplished without arousing political or 
professional controversy. The need is there, the tools and skills are ready, the 
owners are willing: all we need is the proper permit to proceed—and that is up 
to you, gentlemen. 

I do appreciate the opportunity to express our views before you, and I shall 
gladly try to answer any questions you may have. 


JEWISH WAR VETERANS OF THE UNITED STATES OF AMERICA, 
Washington, D.C., February 3, 1959. 
Hon. ALBert RAINS, 
Chairman, Housing Subcommittee of the Housing Banking and Currency Com- 
mitttee, House Office Building, Washington, D.C. 

DEAR Mr. CHAIRMAN: Due to conflicts in my schedule, it is not possible for 
me to appear in person before your committee, an honor and privilege I have 
always enjoyed. Therefore, I respectfully request that you include the attached 
statement in the record of your hearings on H.R. 2357, 2358, and the other 
housing measures which you are considering. 

With all good wishes, 

Cordially, 
BERNARD WEITZER, — 
National Legislative Director. 


STATEMENT BY BERNARD WEITZER, NATIONAL LEGISLATIVE DIRECTOR, JEWISH WAR 
VETERANS OF THE UNITED STATES OF AMERICA 


On behalf of the Jewish War Veterans of the United States of America, I am 
happy to express appreciation for this opportunity to present to your committee, 
our views on the housing legislation which you are considering. First, I must 
commend the chairman and your committee for the understanding, sincerity, 
vigor, and dispatch with which you are proceeding to ready housing legislation 
for a vote on the floor of the House. 
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Our organization has, at its annual conventions, regularly passed resolutions 
urging legislation to reinvigorate the Housing Act of 1949, as amended, from time 
to time. This requires legislation which will overcome such amendments as 
have obstructed the fulfillment of the objective of the original act, “a decent 
home and a suitable living environment for every American family.” That 
goal is yet far from fulfillment despite some years in which more than a million 
homes have been built. 

The public housing program designed to improve housing conditions for those 
living in wretched slums has proceeded during the last 6 years, at a slow crawl 
and now the administration’s recommendations would bring it to a halt. The 
need is more urgent than ever in view of the urban renewal programs and the 
destruction of much housing by throughways in cities. 

Your committee has heard from many competent witnesses in detail, of the 
pressing needs for additional housing by American families in the low- and 
middle-income groups. I shall not take up your time by repeating in different 
words, the content of their statements. 

I would especially aline myself with the testimony presented on behalf of 
the National Housing Conference by Dr. William L. C. Wheaton for H.R. 2357. 
In regard to cooperative housing, I strongly support the testimony submitted 
for the Cooperative League of the U.S.A. by Mr. Wallace J. Campbell. 

Cooperative housing offers an opportunity for veterans, as well as for other 
Americans, to obtain decent housing at a lower cost than is otherwise possible. 
This is especially important for veterans because of the proposals to increase 
the interest rate on Veterans’ Administration guaranteed home mortgages. These 
proposals would wipe out the traditional differential which has always existed 
between the interest rate on FHA guaranteed mortgage loans and VA guaranteed 
mortgage loans. The VA guarantee had some advantages for the lender over 
and above those provided by the FHA guarantee and this justified the differential 
which legislation now would wipe out. This is a grave injustice to the veteran 
and gives to the lender, an advantage for which he pays nothing. I urge that 
when the House bill and the proposed Senate bill comes to conference, your 
committee will correct this injustice. 


Mr. Ratns. And now the last witnesses before the committee are 
our distinguished friends of the Home Loan Bank Board, Hon. 
Albert Robertson, Chairman of the Board, Ira Dixon, member of the 
eens and William Hallahan, our former colleague, member of the 

oard. 

Come around, gentlemen. 

Mr. Ropertrson. Mr. Chairman. 

Mr. Ratns. Glad to have you distinguished gentlemen. I see you 
don’t have too long a statement. I am sure you know this committee 
is beginning to get a little bit weary. We have really been grinding, 
including Saturdays. 

Go ahead, Mr. Robertson. 

Mr. Rosertson. Thank you. 


STATEMENT OF ALBERT J. ROBERTSON, CHAIRMAN, FEDERAL 
HOME LOAN BANK BOARD, ACCOMPANIED BY IRA DIXON, MEM- 
BER, AND WILLIAM J. HALLAHAN, MEMBER 


Mr. Rozertson. Mr. Chairman and members of the subcommittee, 
the only provisions directly affecting the operations of the Federal 
Home Loan Bank Board and the Federal Savings and Loan Insurance 
Corporation which are contained in the measures included in this 
hearing are those of title VIII of H.R. 2357. Our statement today 
will therefore be directed to the provisions of that title. 

Section 801 of title VIII would amend subsection (c) of section 5 
of the Home Owners’ Loan Act of 1933, the subsection which defines 
the general lending and investment authority of Federal savings and 
loan associations. 
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The basic provision of subsection (c) is that Federal savings and 
loan associations shall lend their funds only on the security of their 
shares or of first liens on homes or combinations of homes and business 
property within 50 miles of their home offices, not more than $35,000 
to be loaned on the security of a first lien on any one such property, 
with a further provision that any such association converted from a 
State-chartered institution may continue to make loans in the territory 
in which it made loans while operating under State charter. 

There are, however, certain specific exceptions to this basic pro- 
vision, one of which is that not exceeding 20 percent of the assets of 
the association may be loaned on “other improved real estate” without 
regard to the dollar limitation and the 50-mile limit, but secured by 
first lien thereon. The term “other improved real estate” has been 
interpreted as including homes and empliantinen of homes and busi- 
ness property as well as improved real estate of other types. 

Section 801 of H.R. 2357 would add to subsection (c) a further 
provision that additional sums not exceeding 20 percent of the assets 
of a Federal savings and loan association may be used, without 
regard to the area restriction, for the making or purchase of partici- 
pating interests in first liens on one- to four-family homes, with a 
further provision that “the aggregate sums invested pursuant to the 
two exceptions in this proviso” shall not exceed 30 percent of the 
association’s assets. 

We feel that the practice of participation in loans by two or more 
institutions is a valuable method of diversifying the risks of lending 
and of increasing the mobility of funds between areas of scarcity and 
areas of abundance. 

For a number of years the rules and regulations for Federal sav- 
ings and loan associations have contained a provision authorizing such 
an association, under certain restrictions, to participate with other 
lenders in making loans where the real estate security 1s located within 
the association’s regular lending area. 

More recently, in 1957, the Board adopted an additional regulation 
providing that such associations may, subject to specified limitations, 
participate in making loans, or purchase participations in loans, se- 
cured by first lien on homes located beyond the association’s regular 
lending area. 

However, we feel that the basic statutory provisions of existing sub- 
section (c) of section 5 of the Home Owners’ Loan Act of 1933 are 
not adequate to permit as full use of the participation approach by 
Federal savings and loan associations as would ‘i desirable in the 
public interest. 

The primary reason why this is true is that the 20 percent-of-assets 
provision of subsection (c) of section 5 has to be used by the asso- 
ciation for all loans, not otherwise excepted, which exceed either the 
territorial limit, the dollar limitation, or the restriction to homes and 
combinations of homes and business property. Where the associa- 
tion’s lending operations require the use of substantially all of this 20 
percent in the making or purchase of entire loans, the association is 
obviously without adequate statutory authorization to assist in the 
supplying of funds to areas of greater need through the making or 
purchase of participations. 
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We therefore believe that section 801 of H.R. 2357 would serve a 
useful and needed purpose. However, we believe that the provision, 
as drafted, is suspectible of some improvement. 

In the first place, there are exceptions to the existing 20 percent limi- 
tation in the case of FHA and GI loans, for the reason that the 20 
percent limitation does not apply to the purchase of certain FHA 
and GI insured loans secured by first liens on improved real property 
located beyond the association’s regular lending area, and does not 
apply to any GI loan at least 20 percent of which is guaranteed. 

Ve believe that if section 801 were enacted in the form in which 
is ete in the bill there might be some question as to the extent to 
which Federal savings and loan associations could invest in partici- 
pations in FHA and GI loans without regard to the limitations appli- 
cable to conventional loans. We feel that it should be made clear that 
those limitations do not apply to such investments. 

We have accordingly drafted, and submit herewith as attachment A 
to this statement, a suggested amendment to section 801 of H.R. 2357. 

The remaining provisions of title VIII are contained in the three 
subsections of section 802. They all relate to the operations of the 
Federal Savings and Loan Insurance Corporation. 

Subsection (a) would amend the last sentence of subsection (b) of 
section 401 of the National Housing Act. This amendment would 
make several technical and clarifying changes in the insurance status 
of accounts held in trust or in other fiduciary capacities, and we 
recommend its adoption. It is identical in substance with an amend- 


ment which was recommended to the committee in the hearings on | 


H.R. 7026 and S. 1451 at the last Congress. 

The next following provision of section 801 is subsection (b), which 
deals with the amount of insurance protection in the case of two 
persons who are husband and wife. 

Under the existing statute, aside from the provision for funds held 
in fiduciary capacity and certain special provisions with respect to 
public funds, no member or investor of any one insured institution 
may be insured for an aggregate amount in excess of $10,000. 

In the case of an account held and owned in joint tenancy with the 
right of survivorship, the view has consistently been held that the 
member or investor is separate and distinct from the several persons 
involved. 

Thus, for example, a husband may have an insured investment of 
$10,000 consisting of his own property, his wife may have in the 
same institution an insured investment of $10,000 consisting of her 
own property, and the two of them jointly may have in the same 
institution an insured investment of $10,000 in such a joint tenancy, 
or a total of $30,000 of insurance. 

However, under community-property laws, an account in the name 
of a husband, an account in the name of his wife, and an account 
in the name of both may all be community property. In these cases 
there is identical ownership of all three accounts, and it has been felt 
that in such cases it is not possible to conclude that for the purpose of 
determining the amount of the insurance the account in the name of 
both is in a different category from either of the other two accounts. 

Subsection (b) of section 801 would add to the statute a new sen- 
tence providing in brief that two persons who are husband and wife 
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shall each be insured under title IV of the National Housing Act 
with respect to accounts in his or her sole name in an aggregate not 
to exceed $20,000 and, in addition, shall be insured with respect to 
accounts in the sole names of both of them in an amount (not to 
exceed $40,000) such that the total of the insurance under the new 
sentence with respect to accounts in his or her sole name and ac- 
counts in the sole name of both shall not exceed $60,000. The sentence 
would further provide that neither of them may be additionally in- 
sured under said title with respect to any account in such institution 
unless such insurance is authorized by said title otherwise than by 
said sentence. 

The Board believes that this proposed new provision with respect 
to accounts of husband and wife would be beneficial and desirable 
in placing the insurance of accounts of married persons in community- 
property jurisdictions and in noncommunity-property jurisdictions 
on a comparable basis, and favors the enactment of the provision. 

Subsection (c) would increase the general limit on the maximum 
amount of insurance which any one member or investor in any single 
insured institution may have from the existing figure of $10,000 to 
a new figure of $20,000. 

The basic change in savings and loan insurance is obviously a matter 
of major concern to the Treasury Department, which, as you know, 
under certain conditions, is authorized and directed to lend up to 
$750 million to the Federal Savings and Loan Insurance Corporation. 

Since time has not permitted us to complete our studies on this 
matter, nor to review it with the Treasury Department or other in- 
terested agencies, it has not been possible for us to reach a decision on 
it at this time. 

This completes our prepared statement. We appreciate the privi- 
lege of appearing before the subcommittee, and will be glad to at- 
tempt to answer any questions which the members may desire to ask. 

Informal advice has been received from the Bureau of the Budget 
that there is no objection to the submission of this statement. 

(The attachment referred to is as follows :) 


ATTACHMENT A 


Page 70, line 15, strike the colon and in lieu thereof insert a comma and the 
following language: “but participating interests in loans as to which the asso- 
ciation has with respect to the loan or its interest therein the benefit of, or of 
any commitment for, any insurance or guaranty under any provision of the 
National Housing Act, the Servicemen’s Readjustment Act of 1944, or chapter 
87 of title 38, United States Code, as heretofore or hereafter in force, shall be 
excluded from the percentage limitations of the 20 per centum provisions and the 
30 per centum provision of this proviso”. 

Mr. Ratns. Well, as usual, Mr. Robertson, the Board presents a 
very clear-cut, to-the-point statement. There are just a few questions. 
In the last part of your statement, you say you had not yet had all of 
the studies complete, I assume, to ascertain whether additional con- 
tributions would be necessary to the insurance fund. I have stated 
to a good many witnesses that it was our intention when it was put in 
the bill to explore this matter. The chairman of the full committee, 
Mr. Spence, has told me that later on he intends to introduce a bill to 
include both banks and savings and loan associations in some kind of 
increased coverage. The exact amount I don’t know. So we urge 
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you to complete those studies as soon as you can, because I have an idea 
that the full committee will want to act on it in the near future. 

Now, assuming that we forget the increased amounts in there, which 
would be $10,000 where we have got $20,000, divide it in half, then you 
say the language with respect to community property that we have in 
there meets with your approval ? 

Mr. Ropsertson. Yes, sir. 

Mr. Rarns. Now, when we put that same section in the bill, we 
expanded it a bit with this section down at the bottom, and we checked 
with the FDIC and didn’t hear any opposition. But word has reached 
us that the FDIC object to the joint account insurance that we have 
mentioned in here, and also as it affects community property States. 
I don’t have any basis to know what their objection is, but have you 
been able to ascertain any reason why the legislation we have in here 
would work to the decided advantage of people in community property 
States? Asa matter of fact, what we are trying to do is put them on 
a par; isn’t that right ? 

Mr. Rozertson. That is correct. 

Mr. Rarns. And it is your understanding and I assume that of your 
counsel that this legislation would do just that ? 

Mr. Hatxanan. That is right. 

Mr. Ratns. Mr. Willis, of Louisiana, and several Members of the 
Congress are quite vitally concerned about it, and I was hopeful we 
could get the language where it would do the job on a parity with 
noncommunity property States. 

IT am glad to have you say that it does do that. I appreciate also the 
language which you gave us, suggested changes in the amendment on 
the participating interest in loans. 

Mr. Rosertson. Thank you. 

Mr. Rarns. I think we are doing a very important thing in this bill. 
What this participating clause, as I understand it, would really do 
for a city like Newark, with all of the vast numbers of savings and 
loan associations which they have, limited now to 50 miles, is that they 
could participate under this with smaller units, in far-removed sec- 
tions in New Jersey in the way of helping to spread the mortgage 
credit to the places where it is needed most. Isn’t that what it is 
aimed and intended to do? 

Mr. Rozerrson. Yes. 

Mr. Rarns. I can visualize in my hometown of Gadsden, Ala., which 
is 60 miles from Birmingham, where there are a great many savings 
and loan associations that would be able to make loans in Gadsden 
under this provision. Don’t you agree with that, gentlemen ? 

Mr. Rozertson. We do. I think the committee might be interested 
in hearing of the growth of this new participation program which is 
relatively new. 

For the last 9 months of 1957, roughly $35 million changed hands, 
bought and sold. In the first 9 months of 1958, that amount increased 
from $35 to $89 million. 

Mr. Rarns. Very good, indeed. 

Gentlemen, a little later on in the year, when we get through with 
the housing bill, this committee is going to study the suggestions made 
by the savings and loan associations in their testimony this morning, 
looking to setting up a fund inside the Home Loan Bank Board for 
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expansive purposes. We don’t know the facts about it, and we are 
oing to have to rely on you greatly to help keep us straight on that. 
ut we do want to have hearings and testimony on that proposal. 

Now, while they presented it today, as you possibly know, they 
recognized the fact that we have not had the time, and that you haven’t 
studied it, but I hope that you will be able to give us some answers 
to it later on in the year after we get over this particular bill. 

Mr. Ropertson. We have been glad to. 

Mr. Rays. Do you have any comments you would like to make, 
Bill? 

Mr. Haunanan. It is nice to be back. 

Mr. Rarys. It is nice to see you back. I saw Howard down at the 
banquet last night. 

We are delighted to have you. 

With your appearance before the committee, we come to the close 
of a long and diflicult hearing. I believe we have put more words into 
the record than has ever been done before in that short period of time. 
Thank you very much, gentlemen, and we will consider all your 
recommendations. 

Mr. Rozerrson. Thank you very much, Mr. Chairman. 

Mr. Ratns. The American Hotel Association has a short statement 
which they want to include in the record. I make that reservation 
for the record now. 

We have one other statement before we close the record. It is a 
statement by Mrs. Jency Price Houser. It is on housing for single 
people. We will be glad to include it in the record. 

(The statements are as follows :) 


STATEMENT OF ARTHUR J. PACKARD, CHAIRMAN, GOVERNMENTAL AFFAIRS COM- 
MITTEE, AMERICAN HOTEL ASSOCIATION 


Mr. Chairman and gentlemen of the subcommittee, I am Arthur J. Packard, 
Mount Vernon, Ohio. I am chairman of the governmental affairs committee 
of the American Hotel Association. We are proud to represent approximately 
75 percent of the hotel rooms of America. 

Let me take this opportunity to tell you that we are still recalling, gratefully, 
the action of your committee in 1954 in writing section 513 into the Housing 
Act. This action emphasized the fact that the national housing program was 
dedicated to the provision of permanent living accommodations. You set up in 
that section a prohibition against the use of such accommodations for transient 
occupancy. 

Unfortunately, the mills of the gods grind slowly, and 5 years later, we still 
find some of the 608 properties renting transiently, because of the continued de- 
lay in resolving litigation. But to you and the Federal Housing Administra- 
tion, which has conscientiously sought to enforce section 513, we recognize a 
debt of gratitude. 

We have considerable interest in the bills which are currently before you. 
May I address myself primarily to the field of urban renewal projects. We do 
not pose as authorities on matters affecting urban real estate or permanent 
housing conditions. So we will not attempt to pass judgment on the type of ur- 
ban renewal which should be authorized, nor upon the volume of such projects 
which your committee must authorize. We are deeply concerned, however, 
with the fact that a number of cities are talking about the inclusion of a new 
transient hotel in the list of facilities being advocated. We realize that the 
Federal Government’s role in these projects is primarily that of assisting in 
the acquisition of real estate, and that the community itself has wide latitude of 
action in determining the character of such improvements. But we do respect- 
fully suggest that your committee consider writing into the 1959 Housing Act 
one simple safeguard, which would be consistent with section 513 of the pres- 
ent act. 
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In H.R. 11742, during the 1956 session, your committee incorporated a specific 
proposal which would require individual cities and towns to have a market 
survey made, by competent authorities, revealing the need for additional tran- 
sient hotel facilities, before the local community could incorporate into its pro- 
gram this type of establishment. 

On page 61 of House Report 2363, based on that bill, was set forth the fol- 
lowing language: 

“Subsection (e) would amend section 110(b) of the Housing Act of 1949, 
as amended, to provide that an urban renewal plan which includes the con- 
struction of a hotel, must contain a certification that a survey made by a rec- 
ognized independent firm indicates that additional hotel facilities are needed 
in the area and can be built and operated profitably.” 

You will recall that because of a certain controversy of features in H.R. 11742, 
a new bill was substituted on the floor of the House, and this particular sec- 
tion to which I refer was lost in the shuffle. 

However, after again considering this proposal last year, you incorporated 
into House Report 2359, 2d session of the 85th Congress, page 32, the follow- 
ing requirement: 

“Prohibition against transient occupancy.—Your committee wishes to call at- 
tention to previous declarations by the Congress that the basic purpose of the 
various Government-assisted housing programs is to assist sound permanent 
housing for residential use. Your committee wishes to reaffirm its intentions 
that the prohibition against transient or hotel use is applicable to all housing 
programs, whether of an insurance or a loan category, authorized within the 
various programs under the Housing and Home Finance Administrator. 

“Your committee further wishes to state its intention in connection with 
the urban renewal program that communities should have competent inde- 
pendent analysis of the local supply of transient housing before permitting the 
inclusion of new hotels in redevelopment plans.” 

Unfortunately, as you recall, no housing bill was passed last year, so again 
this provision failed of enactment. 

We respectfully call your attention to exhibit A, attached to this statement. 
This shows very clearly the serious decline in hotel occupancy in the major cities 
of America, for the past 11 years. In the face of this dreary picture of the 
volume of hotel business, we think that it is not unreasonable to require an 
interested city to have a study made of the need for new hotel facilities, before 
entering into a contract for such a structure. Such a market survey can be made 
for $10,000 to $15,000, even in large metropolitan cities. 

At the moment, there is one city on. the eastern seaboard where an urban re- 
development project is pending. Included in the program is a proposed 800-room 
transient hotel, costing $11,300,000. For the 11-month period ending November 
30, 1958, the existing hotels in that community showed an average occupancy of 
67.8 percent. Seldom is a hotel, no matter how well managed, able to break even 
with less than 70 percent occupancy. This is true, based on original construction 
eosts of 10 or 15 or 20 years ago. It would be doubly true, based on present 
construction costs. 

May I repeat that our industry has a deep-seated interest in housing for the 
elderly. Quite a number of hotels over the country have converted to this 
type of operation. A few have qualified for mortgage insurance through the 
Federal Housing Administration, but the majority of properties have been 
privately financed. With the increasing lifespan which we are witnessing in 
this generation, there will probably be an increasing need for this type of accom- 
modation for some of our senior citizens. I assure you that we intend to work 
diligently to make a contribution to this type of housing. 

I have only one other brief observation. I am aware of the difficulties which 
confront your committee in determining the volume of housing which you should 
authorize at this time. Again, as a businessman, who does not claim to be 
an expert in that field, I merely raise the question as to whether there is a real 
danger of reaching, or passing the saturation point in the construction of housing 
in some communities. Actually, the unfair competition with which hotels were 
faced, arising out of apartment buildings constructed under section 608 and 
section 207, only came into being when the number of apartment units con- 
structed exceeded the demand in given communities. So we earnestly suggest 
that Congress employ some restraint in determining the boundaries of a program 
which could backfire on other property owners in America’s cities and towns. 
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WASHINGTON, D.C., February 38,1959. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, 
House Banking and Currency Committee, 
House Office Building, Washington, D.C. 


Dear Mr. Rarns: For over 11 years now my associates and I have endeavored 
through legislative, research, and organizational activities to try to find a way 
to help business, professional, and retired single women obtain proper housing. 

You will remember that in 1950 we were successful in having a subsection 
inserted in the National Housing Act in behalf of single persons. To our knowl- 
edge, however, specific rules and regulations have never been written by the 
housing agencies to make that legislation effective. Such rules and regulations 
should be written. Legislation is now necessary, and urgently so, if section 
213(g) is ever to mean anything to persons who need housing. 

Since 1950 we have presented five statements to the Congress (to which you 
may refer), presented one statement to each of the two platform committees 
during the last presidential campaign, written eight national news letters, and 
given many lectures and consultations. 

Attached is a recent article written specifically for and published in the 
monthly publication of the Women’s Auxiliary to the National Association of 
Home Builders. As pointed out in a recent letter to me from Representative 
Cleveland M. Bailey: “This legislation to provide adequate housing is one of the 
quickest ways in which we can initiate work so as to take up the slack in 
unemployment.” 

We believe that every Member of Congress is fully aware of this much 
neglected and ever-growing need properly to house American women. To our 
knowledge, there is not a Member of Congress who is opposed to a workable 
program to help alleviate it. 

It is our hope and petition that the House Banking and Currency Committee 
will help us draft a special bill in behalf of women who need modestly priced 
housing, and that greater, more forceful, and more enabling recognition now be 
given to this need in the 1959 housing legislation now before you. Judging from 
recent correspondence from Members of both Houses of Congress, we believe there 
are close to 100 Members ready and willing to lend you and your committee a 
helping hand in the preparation and sponsorship of such a bill and legislation. 
We will be happy to provide you with a list of their names. 

Sincerely yours, 
JENCY Price HOUSER. 
THE CLARION CALL 


There is now a wide-open, untapped, noncompetitive challenge in the home- 
building industry available for the “fairer sex” of the National Association of 
Home Builders to take up. 

It was recently said that there might be an estimated 1 million new home 
starts in 1959. This estimate did not include any program for housing the in- 
dependent woman of good credit standing, who by force of unfair circumstances, 
must fend for herself. If it had, the figure could easily have been 2 million * * * 
or in other words, the estimate could have been doubled. 

This tremendous growing need of housing for adult, single, unattached women 
of all ages (including widows) should be considered just as challenging as the 
need for a vote for women was considered. Having the comforts and security of 
owning a home of one’s very own is, in some respects, even more important than 
the vote. This lack of housing for women is destined to be responsible, in the 
near future, of the drafting of the strongest plank in a good platform where 
equal rights plays a major role. It presents an unprecedented opportunity for 
women to really help other women. 

While the Women’s Auxiliary to the National Association of Home Builders 
is yet young, it will be most fitting and constructive if they look seriously into 
the possibility of making the business of housing women its business. It could 
be a completely distinct and independent part of the overall national housing pro- 
gram * * * one that the women builders could call their own. It should not 
be evaded by our male builder-counterparts, since their program is geared mainly 
to the housing of families with children. 

Nearly everyone knows one or more single women, whether relatives or 
friends, who need housing designed according to their own special needs and 
desires. A majority of them are either renting housing that was built spe- 
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cifically for occupancy by a family of two or more persons where the cost is 
beyond their means and the space is in excess of their needs * * * or else, for 
economy’s sake, they rent rooms in lonely rooming houses, often located on 
dark side streets * * * not at all what they, as loyal American citizens, de- 
serve and where no real security comes about through payment for such 
housing. 

Now is the time for all women builders and women of the auxiliary of home 
builders to harken to this clarion call. There will likely never be a better op- 
portunity in the building field where such a worthy, patriotic service can be 
rendered. 


Mrs. JENCY PRICE HOUSER, 
National Legislative Representative. 


WASHINGTON, D.C., October 31, 1958. 


Mr. Rarys. The committee is adjourned. _ 

(Whereupon, at 3 :26 p.m., the committee adjourned.) 

(The following statements were submitted to the subcommittee for 
inclusion in the record :) 

FEBRUARY 3, 1959. 

Hon. BRENT SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D.C. 


My Dear Mr. CHAIRMAN: Receipt is acknowledged of your letter of January 
27, 1959, addressed to the Comptroller of the Currency, in which you request 
the views of this Department with regard to section 1006 of H.R. 2357, a bill 
to extend and amend laws relating to the provision and improvement of housing 
and the renewal of urban communities, and for other purposes. 

Section 1006 of H.R. 2357 would amend section 203 of the National Housing 
Act by adding at the end thereof a new subsection which would provide that 
loans secured by mortgages insured under section 203 shall not be taken into 
account in determining the amount of real estate loans which a national bank 
may make in relation to its capital and surplus or its time and savings deposits. 
Under existing law there is an aggregate limitation on real estate loans which 
may be made by national banks of the amount of the capital stock and surplus 
of the lending bank, or 60 percent of the amount of its time and savings deposits, 
whichever is the greater. The effect of the proposed amendment would be to 
exclude loans insured by the Federal Housing Administration under section 203 
of the National Housing Act, in determining the total amount of real estate loans 
subject to the aggregate limitations. 

You are advised that this Department would have no objection to enactment 
of the amendment proposed in section 1006 of H.R. 2357. This letter is not in- 
tended to express any views with respect to other provisions of H.R. 2357. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
(Signed) LAuRENCE B. Rossrns, 
Acting Secretary of the Treasury. 


STATEMENT OF RupoLen T. DANSTEDT, FOR THE NATIONAL ASSOCIATION OF SOCIAL 
WORKERS 


The National Association of Social Workers, which has a membership of 
23,000 social workers employed in governmental and voluntary nonsectarian, 
Catholic, Jewish, and Protestant agencies, is deeply interested in housing legis- 
lation. Some of our members are employed as social workers and in admin- 
istrative positions with housing authorities and redevelopment agencies. Many 
others, through the positions they hold in medical agencies, public and private 
family service and child welfare organizations, community centers, and recrea- 
tional programs, have a daily appreciation of the importance of a comprehensive 
and expanding program for housing to serve families and groups with special 
needs. 

At the delegate assembly of our association held in May 1958 in Chicago, IIL, 
the association adopted a platform on housing which has, as its objective: “All 
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individuals and families should be able to live in dwellings which (1) meet their 
basic housing needs, (2) collectively form a rewarding neighborhood, and (3) 
are so related as to contribute to closer social relationships and understanding 
between all groups in the population.” 

In this statement we wish to direct our emphasis toward those phases of the 
various bills that are before this committee on housing that deal with public 
housing, special housing needs, community facilities and services, and urban 
renewal and redevelopment. 

PUBLIC HOUSING 


Because we hold that there is a continuing need for low rent public housing, 
we favor the extension of the 35,000-unit annual authorization until at least 
July 1, 1963. We favor particularly provisions which give local public housing 
authorities more responsibility for the operation of their projects and permit 
authorities more autonomy to establsh within certain limitations rents and 
income limits for admission and continued occupancy. 

We favor a provision which would permit, under proper conditions, continued 
occupancy by overincome families at nonsubsidized rent if private housing is not 
available. 

We believe it is important that constructive policies be developed which do 
not force people out of decent housing into slum areas because of a lack of 
housing within the family’s capacity to pay for it. 


SPECIAL HOUSING NEEDS 


We support strongly provisions for housing for the elderly on both humane 
as well as economic grounds. Retirement to the vast majority of Americans 
means a substantial drop in the standard of living. Housing provisions which 
would enable these retired persons to live under conditions of reasonable decency 
and comfort can and will contribute to their ability to maintain their physical 
and mental health and is justifiable in those terms alone. 

We support provisions which would assist in the supplying of urgently needed 
nursing homes for the care and treatment of elderly persons through the insur- 
ance of mortgages on properties or projects designed for use as nursing homes. 

Because, however, of the widely different standards among the States with 
respect to what constitutes an adequate nursing home, we would underline 
strongly the necessity for the establishment of effective standards not only in 
housing the elderly sick, but also standards for nursing care. Much as we need 
facilities for the care of the elderly sick, we would not and could not support a 
program for the development of nursing homes unless the standards of these were 
in compliance with recommendations of such organizations as the American 
Public Health Association, the American Public Welfare Association, as well as 
the Surgeon General of the United States. 


COMMUNITY FACILITIES AND SERVICES 


We support strongly the provision of such social and recreational guidance 
services as is necessary in assisting families to becoming good tenants and citi- 
zens of the larger communities. While voluntary agencies should and do extend 
their services to tenants of public housing projects on the same basis as they do 
to the community generally, housing developments create, in a sense, new com- 
munities for which the resources of voluntary agencies are insufficient and un- 
prepared. We would hope that any housing authority would call upon voluntary 
Services for their assistance but would also be prepared, under appropriate 
understandings, to purchase services from these voluntary agencies in order to 
insure coverage for these new communities. 


URBAN REDEVELOPMENT AND RENEWAL 


The low level at which urban redevelopment and renewal has been held over 
the last several years, because of inadequate Federal leadership and financing, 
needs to be compensated for by an increased and accelerated program, Funds 
not only should be adequate for this purpose, but should extend over a substan- 
tially long enough period so as to permit the kind of long-range planning essential 
for progress. We believe, therefore, that the authorization for capital grants 
under the urban renewal title should be in the order of $600 million a year and 
that this authorization should extend for a 10-year period, 
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The provision of desirable housing, public and private, and the improvement 
of public and business property are so interlocked that they must take place 
within a total pattern of social, physical, and land-use planning. This requires 
high imagination, creation of substantial citizen interest and support, adequate 
funds, and a long view ahead. 

Any program for urban redevelopment and renewal must, of course, assure 
that, the persons displaced by low income public housing projects or other types 
of housing; by commercial or industrial development; by highway construction ; 
or by other public action, will be provided for. This may take the form of loca- 
tion in public housing, housing developed by nonprofit organizations, or in other 
housing meeting appropriate standards. It is important, however, that reloca- 
tion of families involve not only assurances as to adequate housing and relocation 
payments, but also counseling services that would assist these persons to reach a 
decision as to the type, location, and cost of housing that would represent a 
constructive contribution to family living. 

In summary, our association supports omnibus housing legislation of the sort 
that has been introduced by the chairman of this subcommittee and others with 
some of the modifications indicated, because we hold that the place in which 
people live has a special significance from the point of view of individual, family, 
and community welfare. A community with slum areas and deteriorating neigh- 
borhoods suffers a three-way loss—in the health and welfare of its citizens, in 
property values, and in community morale. The total public welfare requires 
that Government take steps both to assist the private economy in fulfilling its 
part of the housing task and to supplement its efforts where necessary. 


JEFFERSON REALTY Co., 
Alexandria, Va., January 26, 1959. 
Hon, ALBERT RAINS, 
Subcommittee on Housing, 
House of Representatives, 
Washington, D.C. 

My Dear Mr. Ratns: I appreciate the prompt response to our previous com- 
munication made by your staff director, Mr. John E. Barriere. I regret that 
time will not permit your committee to hear individuals in connection with 
their specific problems as related to section 221 of the Housing Act. 

However, I am taking this opportunity to set forth below a series of obstacles 
which necessitated an expenditure of approximately 15 months in processing the 
first section of 94 units which are currently being built at Sixth Street and 
Mississippi Avenue SE. The commitment which was issued by Federal Housing 
Administration was limited by a test of economic feasibility which, reduced to 
everyday discussion terms, amounts to what mortgage the desired rent struc- 
tures less operating costs will support. 

The following items appear to involve excessive cost in view of the type of 
program which is contemplated under this section of the Housing Act: 

(1) The mortgage bears a 5 percent interest rate plus an additional one-half 
percent mortgage insurance which sets the actual rate of 5% percent which is 
considerably higher than the rate applicable to many mortgages being carried 
by competitive properties which were built at a time when the mortgage market 
was considerably softer. This results in requiring higher rents or lower mort- 
gage. 

(2) The FNMA discount rate for placing the mortgage amounted to approxi- 
mately $20,000 including filing fees in connection with a total mortgage of 
$719,400. This appears to be an excessive cost in view of a desire to maintain a 
low rent structure. 

(8) In order to obtain construction funds from a local bank, it was necessary 
to pay a one-point premium on the $719,400, inasmuch as the rate of interest 
on construction funds cannot, by FHA regulations, exceed the interest rate of 5 
percent on the takeout mortgage or permanent financing. 

(4) A performance bond costing over $4,000 was required, notwithstanding the 
reputation for performance held by the building contractor engaged to carry 
out the construction in connection with this project. 

(5) Real estate taxes applicable in this situation are considered in the same 
manner as taxes for any other privately owned and operated real estate. Inas- 
much as this is a nonprofit corporation interested in providing adequate housing 
at low rents, it would appear desirable to work out a formula to facilitate the 
establishing and maintaining of lower rents. 
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In view of the various factors referred to above, it has been necessary to 
advance to this nonprofit corporation approximately $35,000 over and above the 
mortgage commitment in order to launch the project on its way. This money 
will bear interest at the rate of 5 percent per annum and will be returned only 
from profits of operation. This return of advances is far from certain and in any 
event will extend over a period of years. It appears that if Congress intended 
to provide a program with 100 percent financing to induce a nonprofit corpora- 
tion to build and operate property under section 221 of the Housing Act, it 
should not foster a variety of factors which necessitate such an over and above 
investment by the sponsor. 

Your efforts toward improving this situation will be greatly appreciated per- 
sonally and undoubtedly will expand interest in such projects with respect to 
additional sponsors. 

Sincerely yours, 
ALBERT CHAIKEN, 
President, Mississippi Avenue Housing Corp. 


AMERICAN PuBLIC WELFARE ASSOCIATION, 
Washington, D.C., January 29, 1959. 
Hon. ALBERT RAINS, 
Chairman, Committee on Banking and Currency, House of Representatives, 
Washington D.C. 

DEAR CONGRESSMAN Rains: On behalf of the American Public Welfare Asso- 
ciation I wish to record with you support of various titles in a number of the 
housing bills which have been introduced and are currently being considered by 
your committee. Among these are an omnibus bill by Senator Sparkman 
(S. 57): one limited to urban renewal, low-rent housing, and relocation hous- 
ing by Senator Clark (S. 193) ; a bill by Congressman Bowles (H.R. 2385) ; and 
a bill on urban renewal by Senator Bush (S. 266). 

The American Public Welfare Association is the national organization of 
local and State public welfare departments and of individuals engaged in public 
welfare at all levels of government. Its membership includes State and local 
welfare administrators, board members, and welfare workers from every 
jurisdiction. 

The agencies and individuals making up the membership of the American 
Public Welfare Association are charged with the responsibility for administer- 
ing the various assistance and service programs in public welfare under titles I, 
IV, V, X, and XIV of the Social Security Act. In our membership are the peo- 
ple who have the responsibility for day-to-day administration of the programs 
for the needy aged, the needy blind, the needy disabled, needy dependent chil- 
dren, and the needy receiving general public assistance. 

The housing situation in all communities vitally affects the particular social 
problems with which public welfare workers deal. These workers are in a 
unique position to see the danger inherent in slums and to recognize the burden 
they place upon the taxpayerr. Bad or inadequate housing is a basic factor 
contributing to physical and mental problems and to high rates of family break- 
down and juvenile delinquency. As many studies before report, these are in- 
variably associated with slum conditions, tenements, and shacks. 

Public welfare workers daily see families living in these slums and, therefore, 
strongly endorse the expansion of the present slum clearance and urban re- 
development program in order to assist cities in doing a more comprehensive 
job of eliminating these blights. 

Local departments of public welfare are aware and concerned that a number 
of families are becoming dispossessed by highway construction, urban renewal, 
and other governmental activities. This constitutes a growing problem. 

Attached is a copy of a policy statement of the American Public Welfare 
Association, ‘Public Welfare and Housing.” This sets forth our basic position 
in regard to this subject. 

We wish to urge continuance and expansion of relocation services and pay- 
ments to families; continuance of expansion of slum clearance and the supply 
of an adequate number of units of public housing available to the low-level 
income groups and all races. We are particularly interested in provision for 
low-cost public housing for elderly citizens and urge that your committee make 
provision for research in this field and establishment of pilot projects. 
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It is our belief that the housing problem cannot be solved without an adequate 
supply of housing within the means of all economic groups and races. Our 
association therefore sends this letter in support of expanding housing legisla- 
tion, particularly so as to provide housing for families in the lowest income 
brackets and for those dependent upon public assistance. 

We respectfully request that this letter and attachment be included in the 
committee proceedings. 

Sincerely yours, 
Mrs. Marie D. LANE, 
Washington Representative. 


PUBLIC WELFARE AND HOUSING 


The American Public Welfare Association recognizes that adequate housing 
in an environment which provides facilities for healthful and constructive living 
is one of the fundamental requirements of all people. 

Increasing population, coupled with the deterioration of both urban centers 
and rural areas, creates a demand for attention to and action on housing needs 
by those concerned with the social welfare of people and communities. Public 
welfare agencies constitute an important segment of the group thus concerned. 

Public welfare and public housing are linked together because of mutual con- 
cern for low-income groups. Adequate shelter in acceptable areas is as funda- 
mental a requirement for recipients of public welfare as food, clothing, and 
certain other items which are essential to decent and healthful standards of 
living. Historically, the lower income groups have been the occupants of the 
least desirable living accommodations in the least desirable neighborhoods. 
Since public housing facilities have been available, recipients of public welfare 
have consistently been one of the larger groups living in such projects. 

Public welfare has been a leader along with other organizations in the en- 
couragement and promotion of slum clearance, redevelopment, and prevention of 
neighborhood decay. Public welfare is fully aware of the major role it must 
play in urban renewal and rehabilitation in a broad sense. Public welfare rec- 
ognizes its responsibility to assert its influence in the total program to provide 
better housing in adequate neighborhoods for families and individuals and to 
prevent urban blight. 

Activity must be on a broad scale, with public welfare sharing in community 
planning to prevent the deterioration of marginal housing; to clear, redevelop, 
and renew the slum areas; to plan for temporary and permanent relocation of 
those displaced; and to provide essential services in cooperation with other 
social agencies to assist families and individuals toward better personal and 
environmental adjustments. Public welfare believes that: 

1. The relationship between public housing and public welfare should be based 
on the recognition that they have common interests and objectives and that each 
has important contributions to make toward community welfare. Cooperative 
action should start in the study and planning stages and should continue 
throughout the total span of various projects. Such cooperative action should 
occur at all levels of government and should be a part of all types of projects, 
whether they are primarily concerned with urban redevelopment, slum clearance, 
or the development and operation of low-cost housing units. 

2. The renewal or redevelopment of blighted and marginal neighborhoods and 
the prevention of neighborhood deterioration are necessary parts of community 
planning. The ultimate goal of such planning is the eventual elimination of 
blighted areas where dependency, delinquency, and crime are concentrated. 

3. Public low-rent housing construction should be encouraged in communities 
where sufficient housing units are not available at present for low-income fam- 
ilies or where new units will be required to house those displaced by urban re- 
newal and slum clearance programs. It is essential that regulations governing 
public housing be sufficiently flexible to permit communities to adopt the types 
of programs and regulations best suited to their needs, including admission 
policies which will result in the housing units being occupied by a representative 
group of community families. 

4. Housing codes which have the effect of law should exist in all communities 
and should be enforced in order to assure proper standards of building and 
maintenance, occupancy, zoning, sanitation, and fire prevention. 

5. Public assistance and social insurance payments should be sufficient to 
enable the individual, whether a renter or an owner, to secure adequate hous- 
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ing. For the homeowner, this amount should be sufficient to allow for normal 
upkeep so that urban and rural blight is not caused by inability of recipients 
of such payments to maintain their property. 

Public welfare recognizes that a person’s feeling of pride in his home, his 
neighborhood, his community, and his realization, from the state of his physical 
surroundings, that he is a person of dignity and worth, are important factors 
that give him confidence in his own ability. This confidence encourages individ- 
uals to become independent and productive members of the community. 


THE CoUNCIL oF STATE GOVERNMENTS, 
Chicago, IUl., January 30, 1959. 
Hon. ALBERT RAINS, 
Chairman, Subcommittee on Housing, House Banking and Currency Committee, 
House Office Building, Washington, D.C. 


Dear Mr. Rarns: On behalf of the Committee of Officials on Migratory Farm 
Labor of the Atlantic Seaboard States, we are enclosing a statement relating to 
H.R. 422, H.R. 1247, and H.R. 2385, bills now before your subcommittee. 

The Committee of Officials is made up of State officials designated by their re- 
spective Governors to consider the problems associated with the seasonal move- 
ment of farmworkers and to formulate proposals to alleviate the lot of these 
severely underprivileged people. States represented on the Committee include 
Alabama, Delaware, Georgia, Florida, Maine, Maryland, New Jersey, New York, 
North Carolina, Pennsylvania, South Carolina, Virginia, and West Virginia. 

Housing for migrant agricultural workers is generally recognized as the No. 1 
problem in a problem-beset area. Housing in the several States ranges from 
deplorable in all too many places, to very good in a few places, but the average 
fails to meet decent standards. On the other hand, the agricultural segment of 
the economy is not enjoying the greatest prosperity. Given these facts, the 
Committee of Officials feels that a program combining vigorous State inspection 
and closing of the worst camps with Federal long-term, low-interest-rate loans, 
or insurance of loans, for the construction of camps to meet reasonable standards 
offers the greatest promise of yielding beneficent results. 

H.R. 1247 and H.R. 2385 contain direct loan provisions which, while they differ 
in detail, lay the basis for a loan program the Committee of Officials is happy to 
support. 

All three bills, H.R. 422, H.R. 1247 and H.R. 2385, contain loan insurance au- 
thorization. H.R. 1247 is identical to a bill the Committee of Officials supported 
last year. With respect to insurance of loans, H.R. 422 and H.R. 2385 contain 
the identical language that the House Committee on Banking and Currency 
included in the omnibus housing measure it approved last year. The Commit- 
tee of Officials would like to reaffirm its support of legislation to authorize Fed- 
eral insurance of loans for farm migrant housing purposes. 

The Committee of Officials is hopeful that legislation will be enacted this 
year to make available to farmers credit sources with which they can begin to 
eliminate the disgraceful migrant farm housing all too prevalent wherever 
migrants are employed. 

Yours very truly, 
CHARLES F. ScHWAN, Jr., 
Secretary for the Committee of Officials on Migratory Farm Labor of the 
Atlantic Seaboard States. 


STATEMENT OF THE COMMITTEE OF OFFICIALS ON MIGRATORY FARM LABOR OF THE 
ATLANTIC SEABOARD STATES OF THE COUNCIL OF STATE GOVERNMENTS 


The Committee of Officials on Migratory Farm Labor of the Atlantic Seaboard 
States is made up of State officials designated by their respective Governors to 
consider the problems associated with the seasonal movement of farm workers 
and to formulate proposals to alleviate the lot of these unfortunate people. 
Given this responsibility, the committee has devoted much time to devising ways 
and means of improving housing for migrants, perhaps the number one problem 
in a problem-beset area. 

Ultimately the Committee of State Officials concluded that the best hope for 
success lay in a two-pronged attack consisting of (1) a firm State program of 
inspection and closing of the worst camps, or their marked improvement, and 
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(2) a Federal program of loans and insurance of loans for farmers and associa- 
tions of farmers for the construction and improvement of migrant housing to 
meet certain minimum standards. 

The committee proceeded on the assumption that the agricultural segment of 
the economy has not enjoyed any considerable prosperity in recent years. It 
assumed further that many farmers would improve migrant housing if their 
financial situation or credit standing permitted. It felt that no State program to 
force the improvement of standards could succeed unless there was available to 
farmers credit on reasonable terms and conditions. To be candid, the Committee 
of Officials on Migratory Farm Labor is not concerned with providing an addi- 
tional or alternative source of credit to farmers whose credit standing or finan- 
cial situation generally is strong enough to enable them to improve their migrant 
housing without further ado if they desire to do so. The committee is con- 
cerned, however, with that large group of farmers who are able to secure credit 
for operating expenses from private sources on reasonable terms and conditions 
but who find it difficult if not impossible to obtain credit for capital expenditures 
from private sources on similar terms and conditions. The committee sees in the 
loan provisions of either H.R. 1247 or H.R. 2385 an opportunity to meet this 
critical credit need without the necessity for a farmer’s having to take what 
amounts to a pauper’s oath. It hopes that in the administration of the program, 
the Farmers Home Administration will give sympathetic consideration to loan 
applications of these farmers. 

The Committee of Officials feels that associations of farmers and county gov- 
ernments should be made eligible for loans and insurance of loans in the belief 
that in many areas it would be found that larger housing camps could be built 
and maintained at less cost than a larger number of smaller camps built on 
individual farms. The committee believes that association or county camps 
would, on the average, achieve higher health, sanitation, and recreation stand- 
ards than smaller camps. It is convinced that such larger camps will facilitate 
State regulation and supplying of services. Insurance of loans was authorized in 
the omnibus housing bill reported by the House Committee on Banking and 
Currency last year. The omnibus Dill’s provisions are contained in H.R. 422 
and H.R. 2385. 

Concerning the insurance of loans, the committee believes that the insurance 
of housing mortgages has become an accepted practice and that its extension into 
the area of migrant housing would be timely, desirable, and practical. The 
committee feels that through authorizing the insurance of migrant housing loans 
Congress will open a credit source not now available without committing itself 
to a large appropriation. 

From conversations that representatives of the Committee of Officials have had 
with representatives of the Farmers Home Administration, the committee’s 
understanding is that the Secretary of Agriculture has authority to set standards 
and that it is unnecessary to spell out such standards in law. For the sake of 
the record, however, the Committee of Officials would like to make clear that, in 
supporting this legislation, it assumes that standards comparable to those sug- 
gested by the President’s Committee on Migratory Labor for State regulation of 
agricultural labor camps would be imposed by the Secretary. In passing, it 
might be observed that our representatives were assured by the Farmers Home 
Administration officials that their standards were as high as and more compre- 
hensive than those suggested by the President’s Committee. 

One final point relating to standards—the Committee of Oficials believes that 
the law or the legislative records should specify that hous'cg coustructed or 
approved should be suitable for occupancy by either family groups or single 
males. It would be ironic if a measure so closely related to alleviating the lot of 
the east coast migrant—where traveling in family groups is the pattern—should 
serve as a means of restricting family travel in the East or elsewhere in the 
country. 

The Committee of Officials on Migratory Farm Labor of the Atlantic Sea- 
board States is convinced that the purposes sought to be achieved by H.R. 422, 
H.R. 1247 and H.R. 2385 are financially sound and socially desirable. It is con- 
fident that the Subcommittee on Housing will be able to include in the housing 
measure it approves loan and loan insurance provisions which will facilitate the 
construction or reconstruction of dwellings and other farm buildings to provide 
migratory farm labor with decent, safe and sanitary living conditions. 
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The Committee of Officials is grateful to the Subcommittee on Housing of the 
Committee on Banking and Currency of the House of Representatives for having 
been accorded an opportunity to express its views on H.R. 422, H.R. 1247 and 
H.R. 2385. 


POSITION STATEMENT OF THE AMERICAN INSTITUTE OF PLANNERS 


We affirm our support of the national housing policy as declared by the Hous- 
ing Acts of 1949, 1954, etc. We observe with regret that the objectives seem to 
have become somewhat obscured in recent years. We think this is the time to 
execute programs which will enable the achievement of livable urban communi- 
ties and well planned residential neighborhoods, with proper relationship to the 
general plans of local communities. At no previous time have public interest 
and attention and organized community effort been focused so intently and 
constructively on our urban problems. 

I. 1. The AIP recognizes the necessity for a continuing and expanding pro- 
gram of mortgage insurance as an aid to residential growth. In the extension 
of the program we feel that the Federal Housing Administration should provide 
reasonable assurance to builders that credit will be forthcoming for well de- 
signed, well located, moderately priced homes in all parts of the metropolitan 
area. 

2. One of the most urgent needs facing all communities is the demand for an 
expansion in rental housing construction. Since rental housing construction, 
except in the luxury field, has declined sharply in recent years and reached a 
satisfactory level only under the stimulus of the ultrahigh ratio FHA mortgage, 
we presume that adequate stimulus to private rental housing construction can 
be attained at least in part through high ratio FHA mortgage loans. 

8. Mortgage insurance for residential construction in urban renewal areas is 
particularly essential. The present section 220 program has been ineffective in 
many areas for new construction and almost universally ineffective in providing 
mortgage credit for older structures in rehabilitated areas. Action to make 
these mortgage insurance programs really effective for new and rehabilitated 
housing is essential if the renewal program is to succeed. 

4. Equally important is the development of an effective program for reloca- 
tion housing. The proposal to enable section 221 mortgage insurance to apply 
anywhere in the housing market area of a renewal project is a good one, but 
this program must be administered far more vigorously if it is to meet the 
needs of those displaced families who can afford private housing. 

II. A secondary mortgage market such as is provided under the special as- 
sistance program of the Federal National Mortgage Association is essential to 
urban renewal programs. For this reason, we urge an enlargement of FNMA’s 
special assistance mortgage program to provide an assurance of private mort- 
gage credit at reasonable interest rates without excessive discounts for housing 
in urban renewal areas and for housing for especially needy classes including 
displaced persons, the aged, cooperative housing projects, and minority groups. 

III. 1. The urban renewal program is just beginning to gain the momentum 
and the size needed to make effective progress toward the elimination of blight. 
Local communities have demonstrated their willingness to support and carry 
out the program on an increasingly broad basis. The imposition of rationing 
in Federal grants has threatened the whole program by discouraging communi- 
ties, delaying needed projects, and suggesting that effective wide-scale renewal 
will never be possible. To reverse this tendency and to provide communities 
with the assurance that they can plan for long-range renewal programs, we 
urge a 10-year authorization at a level of $600 million in grants per year, con- 
sistent with the rate of current applications. In addition, the President should 
be authorized to expand the program a stated amount in any year that appli- 
eations justify such expansion. This long-term authorization will enable com- 
munities to plan for comprehensive renewal. 

2. The present project approach to urban renewal keeps the program on a 
stop-and-go basis. It should be modified to enable communities to plan for 
larger areas and to plan the treatment of those areas on a scheduled basis over 
longer periods of time. For these purposes, we support the idea of grants for 
the development of community renewal programs, loans to enable communities 
to acquire individual properties in anticipation of renewal projects, authoriza- 
tions which will permit communities to receive credit for public improvements 
installed 5 years before actual clearance or rehabilitation, and other modifica- 
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tions to provide greater flexibility for longer range operations in local com- 
munities. The concept of the community renewal program should extend to 
and include the general neighborhood renewal plan in large cities, as has been 
undertaken successfully in Buffalo and Detroit. 

3. Relocation payments are proving to be inadequate. We urge that they 
be raised for families and smaller businesses and that they be made applicable 
to any families displaced by Government activity in a renewal area. This 
should include families displaced as a result of voluntary repair and rehabilita- 
tion projects in such areas. 

4. As the urban renewal program now operates, cities do not put public hous- 
ing projects needed for the rehousing of displaced families in urban renewal 
project areas. The two subsidy formulas operate to encourage public housing 
projects to be located elsewhere, even when sound planning might indicate 
otherwise. The two formulas can be readily modified, as the Senate did last 
year in S. 4035, to eliminate the present incentives against public housing in 
renewal projects and provide local communities with effective freedom of choice. 

5. Most communities have recognized that the renewal of industrial areas is 
as essential as the renewal of residential areas if communities are to provide 
jobs for their inhabitants and develop the tax base necessary to sustain broad 
renewal programs. Under the current act, a small proportion of all projects 
need not be residential before or after clearance. We support the enlargement 
of this proportion to 25 percent of all projects and the elimination of the present 
requirement that nonresidential renewal projects contain a substantial amount 
of housing. 

6. Finally, one of the most useful phases of the urban renewal program has 
been the planning assistance grants authorized under section 701 of the Housing 
Act of 1954. The authorization for this program should be increased from 
$10 million to $25 million to permit its continuation and expansion as more 
communities realize the need for the development of city plans. We support the 
expansion of the program to encompass cities or groups of cities with populations 
of up to 50,000 people. We oppose proposals to permit these grants to be made 
directly by the Federal Government to smaller communities in States where no 
State planning agency exists. One purpose of the act was to strengthen State 
planning and do so by requiring that a State planning agency exist, through 
which grants under the 701 program might be administered. Despite the efforts 
of the local groups, nearly a score of States lack such State planning agencies. 
If effective action is to be taken to encourage State planning, the incentive for 
the establishment of a State planning agency should remain in law. The size 
and complexity of our country further justifies continued effort at developing an 
intermediate level of planning between the national and local governments, which 
ean provide continuing assistance to local planning. 

IV. The public low-rent housing program has been slowed down, not merely 
as a result of the severe limitations on size of this program, but also by excessive 
Federal controls. We support the amendments adopted by the Senate last year 
which would clearly place these matters in the hands of local housing authorities 
and relieve them of excessive Federal supervision. We believe that it is also 
desirable that the public housing program be extended to permit the wider use of 
existing dwellings and to permit the sale of public housing units to overincome 
families without subsidy, where no suitable housing is available for such 
families. We also support the other amendments adopted by the Senate last 
year to fix the annual contribution rate to provide for accelerated amortization 
of projects and in other ways increase local autonomy. 

V. There is an urgent and growing need for the development of housing aids 
which would permit the construction of housing for the aged at rents within 
their means. Loans such as those provided by the college housing program 
would permit the development of such housing. In view of the rapidly increasing 
proportion of the aged in our population, we believe that such a program is 
needed. 

VI. The college housing program has found widespread acceptance. It often 
provides an essential use for land in renewal areas. We hope that it will be 
continued. 

VII. Four important elements must be included in any comprehensive housing 
and renewal program. These are as follows: 

1. Effective relocation housing for middle and lower income families. Neither 
the FHA mortgage insurance nor the limited amount of public housing available 
provide housing to meet the needs of most of the families displaced by urban 
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renewal programs. While a few displaced families can afford rents or purchase 
prices required by FHA section 221 housing, most of them cannot. Many re- 
located families cannot meet the requirements for admission to public housing 
either because their incomes are too high, or because they do not meet other 
eligibility criteria. A new formula for housing of such families is required, 
involving the use of long-term low-interest-rate Government loans to private, 
nonprofit housing corporations. The formula originally proposed by Congress- 
man Rains and embodied in title 3 of S. 198 (Senator Clark’s bill) seems to 
meet these requirements most clearly. We warn that the progress of the 
renewal program will be impeded unless effective aid can be made available to 
such families. . F 

2. A further expansion of the housing market generally is required if resi- 
dential construction volume is to be enlarged to levels which will permit the 
filtration process to work in the housing market. Until this is done, the over- 
crowding of families in blighted areas will be an impediment to humane renewal 
and economic rehabilitation. What is needed is a large permanent program 
of housing for middle-income families not served by other financing mechanisms. 
The terms proposed for relocation housing and identified above are required to 
meet this need. We beileve that formulas could be developed which would 
make these terms available through private lending institutions. We urge that 
the Congress give consideration to this matter at an early date. 

3. The absence of a comprehensive program of research in housing and urban 
renewal is the most striking omission in the pending bills and in current Federal 
programs. The Agricultural Department has huge research programs, dealing 
with the farm problems of 20 million people. The housing agency has no 
research program dealing with the housing problems of 150 million people, or 
with the problems of urban growth in cities with a population exceeding 100 
million. Research is the most profitable investment that the Government can 
make. It is appalling that there exists no broad-scale research program in the 
housing agency. 

4. The shortage of trained professional city planning personnel is a major 
impediment to the execution of local programs of housing and renewal. We 
have long urged that a modest program of scholarships and fellowships for 
graduate professional training in these fields should be made available as is 
done in the fields of health and some of the other sciences. A program involvy- 
ing the expenditure of no more than a million dollars a year would provide 
enormous assistance and help to overcome a critical shortage of personnel. 


STATEMENT OF Hon. THOMAS B. CURTIS, MEMBER OF CONGRESS, 2p DisrTRICT, 
MISSOURI, RE FEDERAL HOUSING GUARANTEED CONSTRUCTION LOANS TO NURS- 
Inc HoMEs FoR THE AGED BEFORE THE SUBCOMMITTEE ON HOUSING, COM- 
MITTEE ON BANKING AND CURRENCY, HOUSE OF REPRESENTATIVES, H.R. 2990 


Mr. Chairman, I appear before this committee today to speak on behalf of 
legislation I have introduced in the Congress (H.R. 2990) wherein provision is 
made to meet the ever-present need for adequate and proper housing for our 
aged and nursing home construction to care not only for the aged but the long- 
term chronically ill person. 

This particular program is of paramount importance at this time in view of 
the rapid increase in our population of persons 65 years of age and older. 

H.R. 2990 will provide the means for meeting this need through Federal 
housing guaranteed construction loans for the construction of new and modern 
facilities in both categories as well as the modernization and reequipping of 
existing licensed, safe nursing homes. 

Another of the most important objectives of this proposed legislation is the 
loan factor through which many additional facilities may be constructed and 
others renovated at no expense to the Federal Government or the taxpayer. 
Under the FHA program the money so borrowed would be returned to be used 
time and time again by other qualified borrowers, and under such a program 
the budgeting of expense within the Federal Government is unnecessary in view 
of the fact that the borrower not only returns the money but pays interest as 
well as the insurance expense involved. 





eS) rha eo A wesw = a a kh Mm OO & Gh oe he ot ee. oo ot ot ie A oe 6B 


ae a’ — «4 & oF 


Pretscedodertantt ef 4d 








ww FF 


CP mm er Oe 


oro n own - 


ir 
is 
v- 
le 


of 
is 


of 


al 
rn 
of 


he 
nd 
ar’, 


im. 
Ww 
as 


HOUSING ACT OF 1959 719 


You are aware, of course, that this particular bill has bipartisan support in 
part in the bill introduced in the Senate (S. 57) by the Honorable John J. 
Sparkman, Senator from Alabama. The Sparkman bill contains a section 
(“Title 2—Housing for the Elderly”) devoted to the same principles as my own 
bill H.R. 2990. A somewhat similar section is included also in the bill intro- 
duced by my colleague, Congressman Rains, of Alabama, H.R. 2357. This bill 
also includes “Title 2—Housing for the Elderly” although the language in cer- 
tain sections is not identical to H.R. 2990. A House bill H.R. 2385 introduced 
by the Honorable Chester Bowles, of Connecticut, also makes provision under 
a special section (115) titled “Housing for Elderly Persons; Nursing Homes.” 
The language of this is to a considerable degree similar to that in H.R. 2990. To 
further emphasize the bipartisan support within our own House of Representa- 
tives the Honorable J. Floyd Breeding, Congressman from Kansas, introduced 
a somewhat similar bill H.R. 3453 which provides the many features set forth 
in the legislation I have introduced having to do with the construction of new 
facilities and the rehabilitation of existing facilities for the care of the aged 
and long-term chronically ill persons under the Federal Housing Administra- 
tion loan program. Much of this is already apparent and of knowledge to the 
committee. However, I would be remiss in not pointing out certain valuable 
facts and statistics having to do with this ever-increasing national problem, 
with five times the number of persons in the 65-years-of-age group and over as 
were among our census of 1900. Statistics also show this figure will increase 
to a tremendous degree not in the next 40 or 50 years but in the next 10 to 20 
years, and I wish to point out to the committee that up to and at the present 
time 91 percent of the nursing homes are privately owned, and this has been 
carried on in the face of increasing difficulties in financing under the private 
enterprise system of pay as you go, and that 71 percent of the available beds 
for the care of the aged and chronically ill also are found in proprietary 
facilities. 

Only a short 2 years ago the first Federal agency to bring any assistance to 
this important segment of our medical-care economy was the Small Business 
Administration in opening its program to include nursing homes. However, I 
call to the attention of the committee that even under these circumstances the 
limited repayment period and the high pro rata participation on the part of the 
borrower has limited the program to 92 projects as of December 31, 1958, with 
a participation on the part of SBA amounting to only $4,987,486. 

In view of the foregoing, let us now turn to the assistance that has been pro- 
vided nonprofit facilities under the Hill-Burton program through federally 
appropriated funds. As of December 1, 1958, Hill-Burton and matching funds 
have been expended to the sum of $83 million in the construction of 152 projects 
providing 7,303 beds at a cost of construction in excess of $11,000 per bed. I 
would like to point out to the committee that recent surveys within the proprie- 
tary nursing home profession it has been shown that under the private enter- 
prise system adequate, efficient, attractive, and acceptable nursing-home beds 
ean be provided at a cost of from $3,000 to $5,000 maximum per bed. Thus, it 
would seem that through the legislation I have proposed would be offered Con- 
gress the opportunity to meet a tremendous need at no expense to the Govern- 
ment in an economical and efficient private enterprise process and leave the 
Hill-Burton funds intact for the construction of needed emergency hospital beds 
and grants in medical and related research. 

As has been demonstrated throughout the history of our Nation, private enter- 
prise has been the backbone of its growth and development, and I note with 
some serious reservations that in some of the legislation proposed with re- 
spect to this particular problem, recommendations have been made setting forth 
certain restrictive regulations between the Hill-Burton program and the Fed- 
eral Housing Administration, and I would like to point out the inequity and 
impracticability in providing any regulation or law with such restrictive regula- 
tions as to permit one Federal agency having one definite responsibility to dic- 
tate the manner in which another Federal agency shall carry on its Federal 
and public responsibilities. There is no question but that the Federal Housing 
Administration should and will consult with the Public Health Service relative 
to the need for such facilities as described in my legislation and to this end 
former Commissioner of FHA, Norman P. Mason, has already established a com- 
mittee to assist in the writing of the regulations governing the administration 
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of this proposed program, should it be enacted by Congress. Representatives on 
the FHA committee are both lay and professional persons as well as representa- 
tives of the Public Health Service all of whom are familiar with the problems 
confronting the owners and administrators of nursing homes and homes for the 
aged. I recommend that certain stipulations in the form of suggestions be made 
to the Commissioner of the Federal Housing Administration with respect to 
consulting with the Public Health Service. I strongly oppose dictatorial lan- 
guage that would compel the Commissioner under any circumstances to with- 
hold approval of a loan that he felt to be sound or to continue to delay approval, 
awaiting a decision by another Federal agency with respect to whether or not 
they felt the loan should be granted. 

I am aware, of course, that the final and ultimate decision with respect to the 
language of this bill will rest with the committee, and I only urge that should 
such restrictive wording or language be used that further amendments be 
provided wherein public hearings could be held in the case of denial of another 
Federal agency of a loan approved by the routine and efficient procedures by 
the Federal Housing Administration. 

In support of the foregoing comments having to do with regulations I refer 
the committee to the testimony already presented by the American Nursing 
Home Association and the American Medical Association. 


x 








